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RELIEF AND REHABILITATION IN KOREA 


TUESDAY, OCTOBER 13, 1953 


Housr OF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE, 
OF THE COMMITTER ON GOVERNMENT OPERATIONS, 
Seoul, Korea. 
The subcommittee met, pursuant to call, at 9:15 a. m., in the 
American Embassy, Seoul, Korea, Hon. Charles B. Brownson (chair- 
man of the subcommittee) presiding. In addition to the chairman, 
Congressman George Meader and Congresswoman Katharine St. 
George were present. 
Also present: Maurice J. Mountain, staff director and Edward C. 
Kennelly, counsel, of the subcommittee, and Belton O. Bryan, State 
Department Escort Officer. 


STATEMENT OF UNITED STATES AMBASSADOR ELLIS O. BRIGGS 


Mr. Brownson. The meeting of the International Operations 
Subcommittee of the House Committee on Government Operations 
will come to order. 

Ambassador, we certainly appreciate all of the hospitality and 
courtesies that you and your staff have shown to us since we have been 
here. We are particularly interested in having for the record 
this morning a very brief statement of the problems as you personally 
see them here and of your interrelation to solving the problems in 
order that we may, as we contact other individuals here, appreciate 
the relationship they have to you as the Ambassador and to your 
staff. Would you give us a little of that background please? 

Ambassador Briaes. With pleasure, Mr. Congressman. It’s a 
source of great pleasure to my associates in the Embassy and me to 
welcome you, Mrs. St. George, and Mr. Meader to Seoul and to tell 
you everything that we can about the operations of the American 


Embassy in Korea. As I mentioned during our preliminary talk 
yesterday, out Embassy setup here is not representative of most of 
the Foreign Service establishments that you are going to visit. Korea 


as yet, unfortunately, has no peace. We have instead an armistice 
which we hope may be converted into peace, but which at the present 
time is somewhat precariously balanced. We are only 25 miles here 
from where the fighting was taking place as recently as July 27, and 
for that reason it has not appeared proper to move our entire establish- 
ment from Pusan, where we were operating on a wartime basis, into 
Seoul. Our total personnel at the present time—Foreign Service 
personnel, Department of State personnel—is 53 people; and more 
than one half of them are still in Pusan. That poses a difficult opera- 
tional problem for us as you can imagine. We have here our ranking 


1 








2 RELIEF AND REHABILITATION IN KOREA 


officers and our key officials, for the reason that the Korean Govern- 
ment has already moved itself from Pusan here, and to transact 
business with the Korean Government requires a minimum number of 
our officers to be here in the capital 

On the other hand the housing situation is so difficult, and our office 
space so restricted that we haven’t been able to bring up the balance 
of the personnel, even though that might appear more desirable, and 
actually it does because of the result of the political situation. For 
that reason I repeat—you are not here in Korea seeing a fully repre- 
sentative tvpe of Foreign Service establishment, although | hope 
that the interest which you may derive from it will not be diminished 
on that account However, we would like to show you what we are 
trving to do to meet some of these increased challenges that are ours 
merely because of our situation here 

Mr. Brownson. How many people do you say that you have left 
down in Pusan? 

Ambassador BRIGGS We have a total of D3 Americans, and | think 
that over 30 of them are still in Pusan. 

Mr. BROWNSON How did you make that split? By section or by 
functions within sections? How did you arrive at the rear echelon 
and forward echelon? 

Ambassador Briaas. We brought up the personnel engaged in sub- 
stantive work both on the political side and on the economic side to- 
gether with sufficient supporting personnel and administrative person- 
nel to look after our housekeeping problems and chores which are 
rather acute from the mere fact of living in a bombed out and rather 
wrecked city When I sav people doing substantive work, I have in 
mind the fact that the President of the Republic has been in Seoul all of 
the time since the first of January with the exception of about 10 days 
in April and a few short visits to Pusan and other cities. So that 
having to transact a large part of my business directly with him, it 
meant that | have had to be here most of the time. The point of fact 
is that I remained in Pusan until about the middle of April.  Alto- 
gether I have made 30 round trips between Pusan and Seoul since last 
November when | arrived. The economic people who deal principally 
with the Prime Minister, the Minister of Finance, and the Bank of 


Korea as well as Mii Wood's organization oj Economic Coordination 
| have found that these people likewise have all moved up to Seoul. 
Mrs. Sr. Grorcr. Mr. Ambassador, aren’t conditions in Pusan 


) 


very bad still? I note that your staff who are living there are living 
under quite strenuous conditions. 

Ambassador Briaes. Yes, the circumstances of living in Pusan are 
very far indeed from satisfactory. The housing is bad. Conditions 
of living and public health in the city of Pusan leave very much to be 
desired, but the problem of the morale with my associates there is 
one that preoccupies me very seriously indeed, particularly since they 
haven’t much to do down there. 

Mr. Brownson. Mr. Ambassador, how manv agencies are there at 
the present time working in the field of rehabilitation here in Korea? 

Ambassador Brices. There is the central agency under the eco- 
nomic coordinator, Mr Tyler Wood. 

Mr. Brownson. Would you just repeat that again? This is the 
part | would like to have 


) 
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Ambassador Briaes. The question is, Mr. Congressman, how many 
various agencies of our Government are engaging in economic work here 
in Korea? They include the following: The Economic Coordinator, 
who is a subordinate of Mr. Harold Stassen and his organization, but 
who functions in Korea as a part of the United Nations Command 
That is to say, they are directly under General Hull, the commander 
in chief of the United Nations Command in Tokyo. He operates in 
Seoul and has a small planning staff. His relations are very close 
with the Korean Government with an agency of that government 
known as the Combined Economic Board. He is assisted by an 
organization called KCAC which is military. 

Mr. Brownson. Please repeat that starting with “he is assisted 

Ambassador Briaas. He, Mr. Wood, as Economic Coordinator, 
is assisted by a military organization of our government called 
KCAC. This is the Korea Civil Assistance Command established 
early in the course of the war by our Army in order to aid in the 
prevention of disease and civil unrest. It does emergency relief and 
rehabilitation work in contrast to longer range work which is under 
Mr. Wood. So there are two agencies of the American Government, 
One is civilian, although under the military; and the other strictly 
military. Separate from those two American agencies there is the 
United Nations Command organization called UNKRA, United 
Nations Korea Rehabilitation Agency. 

Mr. Brownson. How long has that been in existence, Mr. 
Ambassador? 

Ambassador Briaas. It was established 2 years ago under a resolu- 
tion of the General Assembly. And it handles funds contributed by 
various U. N. governments with the major part of the funds coming 
from the United States. UNKRA has had a difficult time getting 
started for several reasons, one of which is that under its own charter 
it was not to begin functioning until 6 months after peace. That 
meant that UNKRA was organized nearly » Vears ago ata time when 
the armistice negotiations started, and when we all hoped that they 
would end within a question of a few weeks. UNKRA got its staff 
together and the required personnel and came out here, and then found 
they couldn’ t go any where because we did not have peace So the or- 
ganization has had a difficult time getting under way; and is, [ should 
say, just about now beginning to operate and beginning to roll. 

Mr. Mraper. Mr. Ambassador. 

Mr. BROWNSON. Mr. Meader, do you have question? 

Mr. Mrapver. Yes, Mr. Chairman. Mr. Ambassador would you 
tell us just where vou fit into this rehabilitation and reconstruction 
work? What responsibilities and functions do you have to pr rform 
in respect to it? 

Ambassador Briaas. Strictly speaking, I have none that I can chart 
or refer to as terms of reference. When Mr. Wood’s p! dlecessor came 
out, he was instructed by the President to consult closely with the 
Embassy on all matters that had to do with relations with the Korean 
Government. He did so. There was established an excellent rela- 
tion between Dr. Henry Tasca, the President’s special representative, 
at that time, 5 months ago, me, and my associates in the Embassy. 
That operationship has been carried over with Mr. Tyle r Wood, the 
Economic Coordinator. He does not function as a part of my staff 
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at all: our relations with him are the informal relations that are 
deve lope d between two officials, one trying to assist the other in doing 


his job 
Mr. Mraper. Primarily, do vou think vou are in the nature of a 


channel through which he contacts the Korean Government? 
Ambassador Briaas. No, sir; he makes his own arrangements for 


relations with the Korean Government. He associates directly with 
the Prime Minister and the Minister of Finance and directly with the 
the President He keeps in close touch with me, quite aside from 


his relations with the Korean Government, except on occasional in- 


stances when we agree that it would be useful for us to go together to 
Sec the President, whi h We have done on several OccAaSLONS when a 
matter has been of broader genera] significance as the details seemed 
LO WO! out 

Mr. Brownson. Mr. Ambassador, I think this is the information 
we would like to have for the record now. As we proceed there will 
undoubtedly be mat questions which will arise which we would like 
to consult with you about, alter we have had a look at the situation 
and heard from some of the members of the variou agencies work- 
ing in the field 

(Ambassador Briaa It was a plea ure, Mr. Chairman. 

Mr. Brownson. I want to repeat our thanks for your cooperation 
and for the information which you and your staff hav already given 
Us, and we will be ver happy to ¢ heck with you before we go for any 
additional information in the way of exploratory tours and conversa- 
tions with the other agencies 

Ambassador Briacs. Thank you 


The meeting adjourned at 9:30 a. m 


A | 
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RELIEF AND REHABILITATION IN KOREA 


TUESDAY, OCTOBER 13, 1953 


Housrt oF REPRESENTATIVES 


INTERNATIONAL OPERATIONS SUBCOMMITTEE OF TH 
COMMITTEE ON GOVERNMENT OPERATIONS, 
S. l Kore 
rm) ) ™ 
The subcommittee met, pursuant to call, at 10 a.m ., in the Presi- 
dent’s I"¢ sidence, Seoul, Korea In additiol Lo Hon. Charl Ss B. 


Brownson, chairman, Congressman George Meader and Congress- 
woman Katharine St. George were present 

Also presen Maurice J. Mountain, staff dire 
Kent elly, counsel, of the subcommittee, and Belton O. Bryan, State 
Departn ent escort officer. 

After some informal exchanges between President Syngman Rhee 
and the members of the subcommittee, the following was made a 
matter of record: 


nm} 
ctor, and Hawarad ¢ 


STATEMENT OF HON. SYNGMAN RHEE, PRESIDENT, REPUBLIC OF 
KOREA 


President Rut In June 1950 the Communist aggressors started 
to invade the south with tanks, Russian tanks, and heavy artillery. We 
were unprepared We had no army to speak of; we had hardly any 


weapons; we co id not stop the Russian tanks without proper arn ed 
rifles, so we had to run down south, and there they were determined to 
drive us into the sea 

At the time, your former President, Harry Truman, made a momen- 


tous de Is1IoOn to Sel d the United states forces and the other { N. 
member nations followed. Men, weapons, and material were rushed 
over to Korea through the air and with their help our Communist 
enemies failed to drive us into the sea. Then later President Eisen- 


hower came here and viewed our forces and considered the problems 
of the situation with his owt eyes, and after this he aided us all, and 
we are grateful 

Your appropriation for reconstruction and rehabilitation of the 
economy of this war-torn nation will be of great help. With your aid 
we have built our national defense force. If you continue to be gen- 
erous and help us I propose to build up a larger defensive force to take 
care of not only Korea but someday to help the United States also. 

We hope that President Eisenhower will succeed in his effort to 
unify Korea through political conference and, if we fail with talk, with 
your continued help and cooperation we will succeed in driving our 
Chinese aggressors from our own country, and I believe we will have 
peace and unity in this country. Unity is the victory we are 
working toward without the possibility of another world war. We 


= 
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thank you heartily. We want all the American people to know that 
the Korean Government and the Korean people are forevel debtors, 
grateful to the United States. 

Mr. Brownson. Dr. Rhee, we are particularly interested in ob- 
serving the progress and the planning of rehabilitation work while 
we're here. We have already seen the tremendous problems that 
face you and your people, and we are very interested in talking with 
the Ambassador, Mr. Wood, and our other people who are trying to 
work with you and help you with your rehabilitation program. 

We are charged with the responsibility, as a committee, for check- 
ing into the operations of our Government outside of the continental 
limits of the United States, and we are very happy to have a firsthand 
chance to see your problems and see what our people are planning 
to do in that direction 

President Rurs. Yes, we have all kinds of difficulties. So many 
people and so many organizations are interested in helping us, that 
there has been no coordination. Everybody wanted to do all he could 
and that’s been our problem. Some people have a problem because 
they have no friends, perhaps. We have too many friends and that 
is also difficult. Now that we have experienced it, and our friends 
have experienced it, we are readjusting and are coming into coordina- 
tion. We are hopeful that from now on the money you give to us 
will be used only for the purpose for which it is given. It’s our hope 
now and ever and with your help I’m sure we will, succeed in the 
tasks before us 

(Meeting adjourned at 10:30 a. m. 





RELIEF AND REHABILITATION IN KOREA 


TUESDAY. OCTOBER 13. 1953 


Housrt oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS 
Seoul, Korea 

The subcommittee met, pursuant to call, at 11:10 a. m., in the 
Office of the Prime Minister, Seoul, Korea. In addition to Hon. 
Charles B. Brownson, chairman, Congressman George Meader and 
Congresswoman Katharine St. George were present. 

Also present: Maurice J. Mountain, staff director, and Edward C 
Kennelly, counsel, of the subcommittee, and Belton O. Bryan, State 
Department escort officer. 

Transcript of the subcommittee’s meeting with Prime Minister 
Paik Too Chin: 


STATEMENT OF PRIME MINISTER PAIK TOO CHIN, REPUB- 
LIC OF KOREA 


Prime Minister Park Too Cuty. We welcome your coming here to 
Korea. We are all very appreciative of your help. We are more than 
grateful for your help. As you know, we have problems of rehabilita- 
tion and reconstruction of Korea and of relieving the poverty of the 
people. These are the two major problems we are facing and which 
we have to combat. In solving these two problems we need your 
help, assistance, and advice 

Mr. Brownson. We're particularly interested as a committee, Mr. 
Prime Minister, in the problems of the rehabilitation and the recon- 
struction, which, as we travel through your country, we can certainly 
see are very real problems and very urgent problems. We had a 
very pleasant interview with your President a few minutes ago, and 
we talked a little about that. We are very anxious to take back to the 
American Congress the story of the rehabilitation and the reconstruc- 
tion as we see it, particularly to check with our operating agencies 
over here. We are a committee charged with the responsibility of 
observing the operations of our Government agencies outside of the 
continental limits of the United States. This operation is one that is 
within our jurisdiction. How is the rehabilitation coming along? 
Is it progressing fairly well? 

Prime Minister Park Too Cun. Yes, the UNKRA 1953 program is 
underway. That program includes many small projects, and we are 
expecting to have a more constructive pro‘ect in 1954 budgets. I had 
a long talk with General Coulter, the Agent General of UNKRA, this 
morning and we are expecting to have some tangible results in a 
short period of time. And, as you know, Mr. Brownson, we have 


~ 
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2 million refugees and 5 million destitute; in other words, unemploy- 
ment. and we have tos ipport the front lj es wit! 2 despicable amount 
oO} edaing You may macine very easil hit can ve raise our 
revel , inder such circumstance of devastation by this com 
mi tv's condition n order to reheve the hardship ol the people 
Wi } \< tO rel rbilitat ~ a eCCOnOMYV Aa a bring about nS qi ickly As 
po ) the sel Ippo! economy of Korea: otherwise we cannot 
stal 1e© program from the roots even though we have some inflow 
Oo (OO 1 | s ho a long-term remedy tor the real 
Dp! mien \\ are lacing hae retore the Government wa ne people 
ot Kool ! ire So anxious to have ome bas ec ind strive constructed. 
Al | plants must be rehabilitated by your agencies funds. 

| > he NSON Si Ir thought it construction should start 

iteLlV ¢ \ hy ( he {) invs of ly 
truce period have ¢ 1, particularly in this area 
Pri rhe Vu iste! P J loo CHIN Yes | can <¢ { West Crermany 
Gel nany was cul nto two pal : but West Germany is still r habili- 
tating at a speedy ale Wi cannot watt until the dust has settled 
down; we must get ed and show the people and demonstrate to 
the people and ene ort e people that are destitute: that will 
the confidence to the peop! Thi vill cut possible infiltration 

ol (omn list propa nda, I tl IK 


Mir. Brownson. What’s vour reaction to the setup of our rehabili- 
tation agencies? Do vou think they are pretty well coordinated? 
1 


Prime Minister Pat loo CHIN Yes; the past we had the ECA 
in 1948, and at that time that age icy was the le one for the aid 
organization in Korea Later, after the war problem, we had the 
so-called assistance commat! mat W helping to reheve the ubrest 


We have 2 organizatio iow: Lis UNKRA and the other is KCAC. 
We know that for the coordination of activities of these two organi- 
Zavions your Government ha sent out an economic coordinator 
by the name ol Mr & Tyle Wood, and he is coordinating these 
organizations I hope Mr. Wood will succes din hi mission to Korea. 

Mr. Brownson. You’ve been in contact with Mr. Wood quite 
frequentiy, and he with vou? 

Prime Minister Park Too Cuin. Yes; we have the Combined Eco- 
nomic Board in accordance with the Economic Coordination Agree- 
ment, which was signed by both nations on May 24, 1952. 

Mr. Brownson. Are you the representative of the Republic of 
Korea on that Board? 

Prime Minister Park Too Cuin. Yes; I am in there for that pur- 
pose. Mr. Wood is the other member. 

Mr. Brow NSON. The two of you really sit down together and solve 
these economic probli ms? 

Prime Minister Park Too Cuin. Yes; the Combined Economic 
Board should be the supreme planning board for all the rehabilitation 
program, and implementation should be done jointly by the Koreans 
and United Nations. 

Mr. Brownson. I understand from talking to President Rhee that 
there’s some feeling bere that this is not the supreme board now- 
and that it should bave more authority and power. 

Prime Minister Park Too Cutn. That reason is this—whenever we 
decide something, either some plan for reconstruction or additional 
materials for Korean economy, then that request must get through to 
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Washington, and Washington issues so-called procurement authoriza 
tion lL hope there will not be anv veto on what is requested but 
I’m not sure all these hay C bee nh approved by \\ ashineton or not 

Mr BROWNSON lt other words, when the two of vou Vou as t 
Republie of Kore a ae legate and Mer Wood tks the { n ted Stati sade 
cate sign the agreement on the botton hat ought to be it, in vo 


v7 
opimmi08n 


Prime Minister Park Too Cutn. Yes: that should be final. othe 


wise we cannot raise the effective PSs OT Vou! dol iil We Will 
to use your mone ior the purpose oO! wh ch the mone 
Every cent must be used in that way 
Mer BROWNSON (tf course that’s ne lx what we want vo oO ado 


Prime Minister Park Too Cun. There won't be anv waste of tim 
The time element is Important though We wanted to make he 
cle Cision ol the ( ‘Yombined Keonomic Bo: rd th . final oO! 

Mir. BRowNSON In the meantime UNI RA has been out here at 
has been working for some time, hasn’t it 

Prime Minister Park Too Cuin. Yes 
Mr BROWNSON How ve you gotten along with that on ranization 

Prime Minister Park Too Cun. Yes. I’m not sure of the accepted 
figure, but for some 9 or 10 months UNKRA had nothing to do, but 
we set them again to work and they are making construction surveys 
on a fertilizer factory, a cement factory, a glass factory all these 
things. 

Mr. Brownson. When ECA was out here, vou were working with 
BCA? 

Prime Minister Park Too Cutn. Yes 

Mr. Brownson. Did they actually accomplish very much for you 
in that pertod? 


Prime Minister Park Too Cutn. Oh, no; they could 


n’t do what 
they intended to do. At that time the ECA was so nervous about 
inflation. They always looked into the figure of money circulation 
and all those sort of things, and they did nothing about it 

Mr. Brownson. Well, do you feel the problem of inflation is prett 
well solved now? 

Prime Minister PAIK ‘Too CHIN | think the well coordi ated pla l 
will vet construction started on a noninflation basis 1 beheve this 
is my firm belief—while we are talking about inflation, we cannot get 
started on anv construction As any aid in any country the con- 
struction brings some inflation, but we want——we do not wish to bring 
it, but a slight inflation might be unavoidable for the purpose of 
reconstruction 

Mr. Brownson. I understand you have quite a group of unem- 
ploved right now 

Prime Minister Park Too Cutn. Yes, ves, that’s a great problem. 

Mr. Brownson. Do vou have any idea, Mr. Prime Minister, how 
many civilian residents of South Korea have been killed as a result of 
this last 314 vears of combat? 

Prime Minister Park Too Cutyn. Do you mean the casualties? 

Mr. Brownson. How many civilian casualties? 

Prime Minister Park Too Cutn. Oh, we have a million people 
killed. 

Mr. Brownson. A million people killed. Is that civilians or does 
that include your Repblic of Korea Army? 
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Prime Minister Park Too Cutn. Includes them all. 

Mr. Meaper. Mr. Prime Minister. 

Mr. Brownson. Mr. Meader. 

Mr. Meraper. The ECA did approve some projects before the war 
as I understand it. 

Prime Minister Park foo Cuin. Yes, I will explain, Mr. Meader. 
At that time we made a strong recommendation to Washington 
for the project of transportation, the development of coal mines and 
the development of hydroelectric power, and some other projects. 
Washington had a Projective Review Committee, and the Projective 
Review Committee did not give us an answer at the time. We 
all signed a paper and sent it to Washington, but nothing came 
of it. It was as though we put some stone in a well; the stone didn’t 
come back. 

Mr. Meaper. Well, did those projects and the work done on them 
prove to be of any benefit in your planning in this rehabilitation 
program? 

Prime Minister Park Too Cury. No, no. Circumstances change, 
and at that time in accordance — the recommendation of the 
ECA we hired Day & Zimmerman Co. for surveying purposes, and 
they made a big book for the reference of reconstruction. We read 
it, but that doesn’t feed us. 

Mr wr :OWNSON. I think that’s very well put, Mr. Prime Minister. 
Mrs. St. George, did you have a question? 

Mrs. St. Grorce. Well, I just wanted to ask you, Mr. Prime 
Minister, isn’t there a good deal of inflation at the present time? 

Prime Minister Park Too Cur. Yes. 

Mrs. St. GeorGe. Is that situation improving? 

Prime Minister Park Too Curry. The situation proves to be good. 
In the past 6 months the wholesale prices are under good control. All 
in all, this is a good time for us to get back into reconstruction. If 
we can bring some raw materials for the piecing plant, and on the other 
side we can place orders for the machinery for new factories, then this 
will go on a noninflation basis, and we shouldn’t go in debt. 

Mr. Brownson. It seems to me that we are facing a little bit of a 
problem here. There’s the possibility of hostilities breaking out 
gain in 90 days, and I wonder how much building we can do in this 
particular area-—how much of a start we can get here. 

Prime Minister Park Too Curn. But, Mr. Brownson, even at the 
time of the war, actual fire was going on, UNKRA was planning to 
build some new factories in South Korea—and they are working on 
them still. Why should we wait? 

Mr. Brownson. In other words, we could complete the planning 
stage and get the equipment on the way, but the actual construction 
couldn’t take place in 90 days anyway. 

Prime Minister Park Too Cuin. Same thing, same thing. The 
Korean population and the tangible assets on the ground are all things 
we must use, and we must invest money of this sort. Otherwise, you 
and we cannot remove the hardships of the Korean people. 

Mr. Brownson. As your economy increases, we hope that it will 
be an opportunity for not only American Government capital but 
also American private investment, to help here on a cooperative basis 
with your own people. 
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Mrs. St. Gkorce. Mr. Prime Minister, what is the situation in 
regard to your agriculture? Is it in a healthy condition? And 
would you say it was improving? 

Prime Minister Park Too Cuin. Improving, improving. Last 
year, owing to the long drought, we obtained only 70 percent of the 
average production. This year we are well blessed with a good crop 
and, as you know, Mrs. St. George, our agriculture is dependent upon 
other countries because we have to use a huge quantity of fertilizer 
from abroad. ‘This is all used in our Government production. 

Mrs. Sr. GrorGe. If you had the fertilizer, could this country be 
self-supporting in the line of food? 

Prime Minister Park Too Cun. Yes, we can along that line. We 
use a great number of dollars for the importation of fertilizer. It is 
the main source of our dollar purchases for the annual year. 

Mr. Brownson. We’ve read in the United States quite frequently 
about this experiment in construction which has been made here with 
the type of bricks made of about 90 percent common soil and 10 
percent cement and about the houses they are building. How’s that 
experiment working out? 

Prime Minister Park Too Cuin. Oh yes, we are using the land 
block, making this land block out of the indigenous clay with this 
landerete method. A hundred landcrete machines are ordered, and 
50 of them arrived. We are constructing these land-block houses 
outside of Seoul City. I think, Mr. Brownson, you will see how they 
are built. 

Mr. Brownson. Do people like them? 

Prime Minister Park Too Cuin. I think so. I have not personally 
seen them yet. 

Mr. Mrapver. Mr. Prime Minister, is there very much American 
capital in Korea now? Any private investment by firms here at all? 

Prime Minister Park Too Cuin. No, none. 

Mr. Meaper. Do you think in this economic development that 
there is any role that can be played by private capital from America 
or other countries abroad? 

Prime Minister Park Too Cun. I’m not sure. 

Mr. Meaper. Well, our continent, for example, was developed in 
large part by English capital. Do you think that there is a possibility 
of attracting private investment in some of these industrial activities? 

Mr. Brownson. American businessmen? 

Prime Minister Park Too Cuin. Oh, yes. Yes, I think there is. 

Mr. Meaper. You think it can be done? Are there any firms 
presently looking at possibilities here perhaps to establish branches? 

Prime Minister Park Too Cuin. Not yet 

Mr. Meaper. Mining activities, trading 

Prime Minister Park Too Cuin. Not vet. Some trading firms are 
here, but the mining and fisheries—all these things are yet to come. 

Mr. Brownson. Mr. Prime Minister, vou’ve said that you feel 
that the rehabilitation and reconstruction should be speeded. I 
certainly agree with you. What is your viewpoint about bringing in 
some machinery and some equipment from nearby areas like Japan, 
for instance, to get this thing started in the early stages of the oper- 
ation? 
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TUESDAY, OCTOBER 13, 19538 


House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTE! 
OF THE COMMITTEE ON GOVERNMENT OPERATION 
Seoul A 
The subcommittee met, pursuant to call, at 2:07 p. m., in the Offi 
of the United Nations Command Economic Coordinato Seoul, 
Korea, Hon. Charles B. Brownson (chairman of the subcomm 
presiding. In addition to the chairman, Congressman George Meader 


and Congresswoman Katharine St. George were present 
Also present: Maurice J. Mountain, staff director and Edward C 
Kennelly, counsel, of the subeommittee, and Belton O. Brvan, State 


Department escort officer 


STATEMENT OF C. TYLER WOOD, UNITED NATIONS COMMAND 
ECONOMIC COORDINATOR; ACCOMPANIED BY LT. GEN. JOHN 
B. COULTER, AGENT GENERAL, UNITED NATIONS KOREA RECON- 
STRUCTION AGENCY; BRIG. GEN. HOMER CASE, COMMANDING 
GENERAL, KOREA CIVIL ASSISTANCE COMMAND; FRANK 
TURNER, REQUIREMENTS OFFICER AND ACTING PROGRAM 
OFFICER, OFFICE OF THE UNITED NATIONS COMMAND ECO- 
NOMIC COORDINATOR; COL. G. A. RAFFERTY, POWER DIVISION, 
UNITED NATIONS KOREA RECONSTRUCTION AGENCY; COL. 
JAMES P. PAPPAS, CHIEF, PUBLIC HEALTH BRANCH, KOREA 
CIVIL ASSISTANCE COMMAND AND ADRIAN PAULEN, MINING 
DIVISION, UNITED NATIONS KOREA RECONSTRUCTION AGENCY 


Mr. Woop. There are a few necessary preliminaries. I should like 
to call your attention to some of the material before you. The 
large volume on top is a booklet based on the questions, which were 
posed by the subcommittee, of which we had notice Ih adavance. 
| should like to point out to Vou, before you use LL, that this booklet 
will not answer in full all of the questions which you ask, for the very 


obvious reason that there is considerable amount of data available 
only in Washington, but to the extent that the information is available 
here in Korea, we have attempted to give you as complete answers 
as possible Also there is set before you & separate report of the 
UNKRA Organization which is distributed in answer to question 
No. 3. You have that before vou also. I would like to poimt out one 
other thine that I think Admiral Hanlon told me he mentioned to 
the committee when it was in Tokyo. That is that in some cases the 
J—5 Organization in Tokyo gave you certain data, figures, ete You 
will find in some cases that the figures given in this booklet are more 
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up to date than those given by Admiral Hanlon and his staff in Tokyo. 
That again 1 quite natural We are responsible for developing 
these figures here and there is a constant flow of information going 


back to Tokyo and to Washington, and they will not alwavs have all 


the most up-to-date information. If you will remember that when 
vou find discrepancies, those that are given in this book are to be 
overning | think it might simplify the situation. You also have 
am nee inher thewe nie hooklet of pictures whic 
before vou we have only | e coples a booklet of pi ures Which 
we think you might find interesting. These are the pictures which 


the KCAC Organization—KCAC stands for Korea Civil Assistance 
Command and is the organization of the Army which is run by Gen- 
‘ral Case with the responsibility for the prevention of disease, unrest, 
and starvation in Korea so that the troops will not be jeopardized 
by the existence beh nd t] e lines ol conditions whi h would seriously 
interfere with their mission. I have, by the way, instructed everyone 
who is to speak Lo vou this afternoon or tomorrow morning, whenever 
they first use initials to indicate what those initials stand for: and at 
any time anyone torgets, would the committee please call it to our 
attention because I’ve found that there is nothing more confusing 
than people rattling off initials that are not familiar to those who 

a li ening to them 
| would like to call your attention to the fact that while there are 
no lkoreans present, there are people here who are not cleared for 
United States security information. That is necessary in view of the 
fact that we have a great many UNKRA people here. The majority 
of them are United States citizen Some are citizens of other coun- 
tries it seems a bit silly, but it is nevertheless a fact that, for ex- 
ample, General Coulter, who is the Agent General of UNKRA, and 
was one of our most distinguished military commanders in the early 
davs here of the United States Army in Korea, now that he is the head 
and Agent General of UNKRA it is not possible, according to our 
regulations. to disk lose certain United States security information to 
him; but I would eall the attention of the committee to this fact: 
here is security information involved in what we are 


‘ 


and ther fore, if t 


talking about, we would have to defer answers and would suggest a 
later meeting at another time or clear the room of all those people 
who are not cleared for United States security mformation. 

\Ve are going to try to give you what vou want here, which is one 
of th reasons why I, General Coulter, and General Case have so 
many people here. We have a great many tasks to perform in Korea 


which we will try to tell you about as we go along, but we want to 
have here every body who could answer the detailed questions which 
t| ommittee may wish to ask. I think we are ready for almost 
anything which vou may be interested in; and as we go along, you 


will, | am sure, indicate to us the subjects in which you are particularly 
interested; but we are prepared to tell you about any aspect of the 
work here, such as transportation, agriculture, power, health, any of 


those things So | hope we've got everyone here who can answer the 
questions which you people might like to have answered. We will 
try to give you as fcood a picture 1n as short a time 9s we ean of the 
problems we are dealing with here and the way in which we are trying 
to deal with them. 1 thought at the outset that it might be useful 


to the committee, if I gave a very brief indication of the organization 
we have here. since 1 know the committee is interested in questions 
of that sort 
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Exutpit 1. CHART—RELIEF AND RECONSTRUCTION IN KOREA 
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This is a chart of the main outlines of the organization here. You 
will see on this side the box indicating the Commander in Chief of 
the United Nations Command, who is now General Hull, and who was 
formerly General Clark. I am his Economic Coordinator—chief 
economic staff man in Korea—recently appointed, with the functions 
of bringing together into a single, integrated, well organized program 
all the economic activities which are being conduc ted here in Korea. 
So that my authority stems, in the first instance, directly from the 
Commander in Chief of the United Nations Command; and | am sure 
the committee is familiar with the theory of command in a theater of 
operation in which the Commander in Chief has final authority for 
everything. Therefore, I get my authority as his chief staff man 
delegated to me by him; and it is for that reason that I do have the 
ability and the authority to do this coordinating job because even in 
the case of UNKRA, the United Nations Korean Reconstruction 
Agency, final authority over what anybody does in this theater resides 
in the Commander in Chief. That authority that 1 have now is 
authority which I may say I do not need to exercise because of the 


very splendid cooperation and spirit of General Coulter. But if the 
issue ever arose, that’s where I get my authority in dealing with the 
activities of anybody here in Korea in this economic field. I also, 


and it’s not shown here on the chart, represent Mr. Stassen, head of 
the Foreign Operations Administration, particularly in respect to 
administering the program fairly recently authorized by the Congress 
for which an appropriation of $200 million was made. I also have as 
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the other operating arm in addition to the UNKRA Organization, 
which reports back to the United Nations Assembly in New York, 
the Korea Civil Assistance Command which is headed by General 
Case, who is sitting over there. General Case reports directly to the 
Commander in Chief in Tokyo; but again, as General Hull’s chief 
economic man, I have the authority necessary to use General Case’s 
organization as one ot the operating arms for the relief and rehabili- 
tation program in Korea. 

Both General Coulter and General Case will tell you considerably 
more than I have in this very brief statement about the way their 


organizations worl Suffice it to say, they are the agencies in Korea 
who do carry out the relief and rehabilitation program. My job here 
is conhned primi rilv to the development of th integrated program 
ana to dealing with ome oj the overall economic problems such as 
stabilization of currency, the question ol the exchange rate which is 

verv difficult problem here, and general economic questions of that 
Ol I do not propose to build up a large duplicating operating staff 
in my immediate off \s a matter of fact, | now have 34 DeO] le in 
my {Tie mcluding the secretaries and eve rvone else, a 1d when I am 
ully staffed to-do just this coordination and general economic job, 
| expect to have, and am authorized, a totel strength, including every- 
body, of 40 on my staff. The new FOA program that I talked about 


is going to be carried out in its operating aspects by either KCAC or 
UNKRA,. and Lam not rong to have an operating or 
jus before I leave this chart, you have perhaps already heard about 
what we eall the CEB, Combined Economic Board, which is a joint 
Korean United Nations Command (UNC) agency to administer, 





nization. Now 





plan, and maintain general supervision over the total eeonomic pro- 
eram There are two members of that; the Republic of Korea 
ember of that is the Prime Minister and the United Nations Com- 
mand member is myself, and it is that device by which we have 
achieved the kind of joint partnership operation that is necessary with 
the sovereign Government of Korea in carrying out this program. 
This chart is an attempt to show you how we divided up the re- 
sponsibilities for operating among the various agencies which exist 
here. Upat the top you will see the relationship of the commander in 
chief, United Nations Command, and myself, and the relationship 
that I bear to the United States Embassy here in getting political 
ruidance. This part of the chart in here indicates the responsibilities 
of my immediate office \s the Economic Coordinator, I have two 
main divisions—one on program coordination which deals with re- 
quirements, program evaluation, statistics, and the secretariat which 
is required by the Combined Economic Board operations. On the 


? 
I 
itt 


other side I have the economic and financial policy division with 
economic reports and statistics and Treasury representative, and 
these functions which you see here come under that division. This 


division is headed by Dr. Bode, whom I believe you met last evening. 


I have not yet filled this program-coordination position but I have 
Mr. Turner here who was recently assigned as the requirements offi- 
cer. He is filling in with very great distinction in this job 


Now we come to the two main operating organizations. First of 
all, the Korea Civil Assistance Command under General Case, and 


vou will see their organization which is outlined here; this chart will 


bers a 
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indicate to you one of the things we have recently done, which was to 
divide up operating responsibility for the various phases of our work 
cleanly and clearly between KCAC on the one hand and UNKRA on 
the other. The UNKRA duties are shown in the little red-bordered 
oblong space there. We did find here that there were certain cases in 
which, for example, UNKRA was dealing with the health program 
and KCAC was also dealing with the health program. The relation- 
ship between them was fairly close, and so there wasn’t as much 
duplication and overlapping as vou might have expected; but there, 
nevertheless, was some. So with General Coulter, General Case. 
and Mr. Colman of my office we have worked out this division of 
responsibility with KCAC, the Army organization, having the re- 
sponsibility for all transportation, communications, public works, agri- 
culture, health, welfare, supply, and distribution; and UNKRA having 
responsibilities for these items here which I don’t think I need to read 
because they are printed on the chart 

In UNKRA they are responsible for general education, fisheries. 
irrigation, forestry, flood control, and the liaison with voluntary 
agencies—with people like the American Friends Service Committee, 
the National Catholic Welfare, American Korean Foundation, and 


others. UNKRA also deals with industry, mining, housing, and 
power. Now you will note one thing about this division. We have 
put into UNKRA most of the longer range operations. It has been 


felt and indicated by the United States Government that they do not 
wish to have the FOA deal to any very great extent with the long- 
range investments, and that is why we have such things as industry 
and mining and housing particularly in the UNKRA_ program. 
UNKRA has no such limitations on its operations. Now as part of 
this reorganization which we have just completed it will be interest- 
ing, I think, for the committee to know that we have successfully 
arranged, for example, where there were formerly health people in 
both UNKRA and in KCAC, to detail any health people that were 
in UNKRA over into the KCAC organization. So we have made a 
sort of consolidation of all the talent we have here in the place in 
which the job is being done. Similarly, where there were some power 
people in KCAC we've detailed them over to the power unit in 
UNKRA, and I might say that this is working very well indeed so 
far, and we anticipate no difficulty with it at all. There is one other 
item on this chart which I should like to call to the committee’s 
attention, and this is the lower line here which indicates the provin- 
cial teams that KCAC has. We have in each Province and also in 
the city of Seoul a team right out at the grassroots that is working 
with the people and the government of the Province out there 
General Case will tell you a bit more about those teams, the way 
they are organized and the way they operate, when it comes to his 
part of this conference. Now, I want to cover briefly the organiza- 
tion of the Combined Economic Board before we leave this broad 
coverage of the organizational arrangements 
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EXHIBIT 3. CHART—COMBINED Economic BoaRpD 
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This is the Prime Minister and this is myself. We have a seere- 
tariat as any board which is dealing with a lot of complicated planning 
and organizational matters must have As of the present time the 
Board has three main subcommittees. This is likelv to be changed 
somewhat. We are now working on a better type of subcommittee 
organization, but as it now functions there is the CEB Overall Re- 
quirements Committee shortened by the initials to CEBORC. There 
is the CEB Finance Committee, and there is the CEB Rehef and Aid 
Goods Committee called CEBRAG. Each of those has a ROK 
chairman and a United Nations Command chairman. Then there are 
an agricultural subcommittee and a number of working groups on 
other matters. This is, we find, a very good device for getting joint 
action, discussion, and agreement between the representatives of the 
Republic of Korea and the representatives of the United Nations 
Command 

Mr. Brownson. Mr. Wood, is that chart immediately preceding 
this one in the printed material you provided for us? 

Mr. Woop. Yes, it is, sir. We have one organizational problem 
which I would just like to mention to the committee. We are oper- 
ating under very great difficulties at the moment because most of the 
organizations and personnel in KCAC and UNKRA are now located 
in Pusan, 300 miles down to the southeast of this area. We have 
up here some of the planning and economic people, but we are con- 
stantly involved in having to have people travel back and forth 
between those two areas Most of our technical people are down 
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there in Pusan. General Coulter has set up his UNKRA head offices 
here We still have not yet been able to find adequate space to 
house General Case and most of his organization We are hoping 
that some time in December, when the 5th Air Force moves down 
south of Suwon to a new headquarters, that we may be able to take 
a coupie ol lara DU ngs which the Air Force communication 
center is now using and move in there, but until that time we are 
under terrible handicaps as far as efficiency is concerned, and there 
IS ho crood way ol solving that problem immediate ly because of the 
destruction and lack of space here in Seoul, and vet oul head offices 


must be here because here is where the Korean Government is and 


all of the Ministries are located, We do hope to overcome that very 
great handicap to our efficient operations fairly soon. 

Finally, I would like to say just a few words about some of the 
mall problems we find here These will come out 1n considerably 
mort detail late ron Tl IS 1S & very typical problem, we think, here 
11) Kore a. We have an ar a, as you have seen trom your own obser- 
vations, which has been fought over many times and seriously devas- 
tated. Housing is totally inadequate with few exceptions. If you 
will look out of this window you will see something in the way of 
destruction that is rather appalling It’s a country where, as of this 


year, the gross national product, that is, the total output of goods 
and services, amounts to about SOHO per head of the population; and 
the population is roughly 21 million to 21,500,000 to 22 million. 
That compares with a similar figure for Japan of $200 per head and 
something like $2,000 per head in the United States. That is one 
of the very rough measurements of the terrible poverty that exists 
It’s a very hilly country, as you have seen as you flew over it. 
Only about 25 percent of the total land in South Korea is arable. 
About 70 percent of it is usable only for forest land. One of our great 
problems has been the denuding of the hills of their forests. If you 
wish to go into the forestry problem, we have someone who can talk 
in detail with you about that. Almost 50 percent—46 percent to be 
exact—as of our latest calculations, of the gross national product of 
Korea comes from agriculture Sixty percent of the people live on 
farms. The bottlenecks, as I told you yesterday, when we talked 
are everywhere—transportation, power, fertilizer, cement, and lumber. 
Almost anywhere you look there are bottlenecks and obstacles to the 
adequate carrying out of life and of economic affairs. This, however, 
is also something that in some ways is encouraging, because almost 
anything you do, if it’s done wisely, will show up in very rapid im- 
provement; and therefore, it should not be, we feel, a discouragement 
to us, but an index of the opportunities that we have here in Korea, 
if we wisely use the resources that are available in foreign aid and 
the Koreans themselves use their own resources wisely. We think 
we could produce a rather dramatic improvement in a relatively short 
period of time, provided the fighting doesn’t start again. We are 
also encouraged very much by the nature and spirit of the people. 
We talked a little bit about that vesterday. Suffice it for me to say 
now that 
it on. the 


he ré 


hey are people with courage and spirit. They’ve. proved 
vattlefield, and they are proving it already in the way in 
which they are attacking the problems of their economic recovery. 


{ 
{ 
1 
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So we do not need to be discouraged about the apparent destruction 


and lack of resources and so on. I know, I myself have seen it happen 
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before, that spirit and courage will make up for a great deal of the 
lack of material; and I think it is being proved to be true here. We 


do have many problems im my office l am engaged at the moment 
in very difficult negotiations with the Republic of Korea. We haven’t 
settled some things. There are some differences of opinion in the 
exchange rate, what the value of the hwan in terms of dollars should 
be. We are making progress on that We have the problem which 


I mentioned vesterday of the avid desire of the President and the 
members of his Cabinet for a rate of fixed investment here which is 
something that even with our aid the economy could not Stand 
because of its inflationary impact. This is one of the very basic 
problems we have to deal with here, if we are to have any success in 
the overcoming of the inflation which has been such a plague in t] 
country and always is in a country where a war effort of this sort is 
carried on, ageravated by the fact that the physical resources of 
Korea are so small. You vet some idea of the tremendous scale of 
this inflation if you compare the prices shown here for this year 
with those of 1947. ‘Taking the index of prices for 1947 at 100, the 
index of prices in February of this year was 8,000. Fortunately 
there has been a relative stability since February, accounted To! 
various factors, some of them psvcl ological, some of them practs 
The re has been rather 2 large increase 1n the in porti tion Of consumer 


l 


goods following the currency reform which they had here at about 
that time, and this has produced relative stability so that the index 


is not much higher than at that time. I believe if we get this recover 

program gome here we will be able to lick this threat ol inflation, but 
it is endangered by a great many things including this desire of the 
government to put too much too fast into fixed investments This 
would cause Money to be paid LO the peo] le Who are building the 
business and no goods would be coming out at the other end. This 


would result in another inflationary surge 
Finally before I cease for questions, l think it might be interesting 


for you to know about the s ope and amount of total resources, in 
cluding our aid, that we feel will be available in this fiscal year for thi 
purposes ot rehabilitation in Korea We have now in hand, on the 


basis of appropriations that have been made, to UNKRA, to th 
Army for its relief and rehabilitation activities and for certain items of 
support for the Republic of Korea Army and to the Foreign Operations 


Administration, approximately $400 million. We are also counti 
on approximately $100 million from the foreign exchange resoul 
of the Republie of Korea itself. Of this $100 million of Korean re 


sources, | might point out to you however, that roughly $40 million 
Is paid to the Republic of Korea by the (rmy here in recompense [ol 
the local currency which the Army draws for paying its expenses here 
We have been developing a program, an integrated program, amount 
ing to $628 million, which 1s something that might be availa 
for example, the other nations of the United Nations were to contri- 
bute substantially more The possible addition above the $500 million 
that I’ve talked of, which vou will recall consists, as we estimated, of 
about $400 million from all outside sources and $100 million of the 
Republic oO} Korea’s own foreign exchange, would materialize ! Vv 
rot additional contributions from the United Nations members of 
UNKRA. This in turn would make it possible for the Unite 


States, if the ( ongress should so decide. to match these contrib ons 
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Also it would be possible that, if the program went well, and at the 
time an additional amount could be justified, a question which would 


have to be considered at a later time, the original plan of requesting 
i! rddition ] Q ‘5 illion addition to the S200 Mm tillion which the 
C‘oneress ipp! ypriated fo FOA might be carried out if these and 
eert: other sourees of ft Inds are ava lable and u at that time it Is 
revarded as necessary to hay them we could in theory hs ve a program 
totaling up to $628 million. Such a program would also require an 
additio | contriodution from the Republi ot IK rea itsell In both 
the $500 million d the S628 million programs I eall your attention 
to the facet that th do not consist solely of outside resources but in- 
clide somewhat over $100 million of the resources of the Republic 
of Korea itsel 

Mr. Brownson. What is the time involved in these two programs? 

\I Woop. The time involved as far as the obligation of the fund 
ood is the fiscal year ending June 30, 1954 Obviously, in the case of 
the longer term investn its the actual expe diture of those funds 
would run on into tl next suce ding fiseal year So far as they were 
short-term items like fo clothing and consumer goods. that sort of 
th they would probably both be ordered and very largely delivered 
within this fiseal year 

One more thing which may interest the committee I believe this 


is rather fully covered in your booklet, but 1 would like to tell vou very 
briefly 
Amer! n and other foreign personne! and Korean person iel First 
positions of non-Koreans in my office, UNKRA 
and KCAC, are as follows: As | indicated, my office is authorized 
strength of 40. These include everybody—Korean employees, secre- 
taries, guards, and that sort of thing. UNKRA has an authorized 
treneth of 258 all told, and KCAC has an authorized strength of 765. 


1 { 4 ° ’ : } 
about the size of the various organizations here in Korea, both 


Th sis a rand tote | of authorized positions of 1,063 Now let me 
point out some tacts about the KCAC ficure Of the total of 765 
authorized, 528 are military Of those a considerable number are 


enlisted men who deal with such matters as motor pools, things of 
that sort ( the total of 765, 300 are in these field teams that I 
mentioned out bi 1 the provinees. The balance or 460 are in the head- 
juarters staff of KCAC and of this 460, 125 are engaged in receipt and 
listribution of aid supplies. I would like to point out that we have 
ARSSILC TIE d KC LC the iob of handling the ac ‘ounting for, and distrib- 
uting of all the supplies, whether they are brought in under the mili- 
tary appropriations for relief or by the FOA appropriation or by 
UNKRA. Therefore, what appears at first glance and in fact is a 


( 


distribution of relief supplies that does require a lot of people if they 
are to be properly handled and properly accounted for. 

Now as far as the actual strength is Ses we have 817 positions 
filled out of the total authorized strength of 1,063, divided as follows 
within the 3 units of the organization. In my office, as economic 
coordinator, | oe have 34 people actually on the rolls. UNKRA 
has 201 and KCAC has 583. Now in addition to these non-Korean 
employees there is a total oft authorized positions for Korean employees, 
who perform all manner of services, of 2,949 which is divided as 
follows: 1 in my office, 863 in UNKRA, and 2,085 in KCAC. This 
large number is at least in part accounted for by the conditions which 


large number of people, nevertheless is engaged in a kind of a job of 





ee 
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we face here in Korea. For example, both UNKRA and KCAC 
have to run their own messes. They have to have all the cooks 
the waiters, and the people involved in handling the food, getting the 
food and all that sort of thing. This is not the normal kind of opera- 
tion which you'd find in a country where the facilities are adequate 
We have to carry our own tents on our backs, as it were and serve 
ourselves. We have many of the people living in compounds where 
we have to employ people to clean the houses and perform other 
services. Very few of us can live in a hotel. I’m now living in the 
Chosan Hotel which is operated by the Eighth Army. There are all 
those aspects of the situation which others can tell you about in more 
etail that I can. Of the total authorized positions for Koreans 
which [ have given you, 2,949, there are actually employed 2,737 
I think, ladies and gentlemen, that comprises all that I wanted to 
say by way of general background and survey of our problems at the 
moment. How would you now like to proceed? I had planned, if it 
suits the committee, to ask General Coulter next to tell hs something 
more about what UNIKRA does and then ask General Case to report 
to you on his responsibilities as head of the organization of KCAC 
But, if you prefer, | can subject myself to questions now. Or we 
can go on with this other part. 

Mr. Brownson. I think your plan is an excellent one. I suggest 
that we go ahead 

Mir. Woop. We will be \ ery clad to do SO Would you the a) approve 
proceeding with General Coulter? Because he is such a modest man, 
may I tell you a little bit about the general before he gets up? He 
was a in Texas. I’m sorry that none of the people on the com- 
mittee are from Texas but I’m sure you are quite familiar with it 
He was commissioned in the cavalry of the Regular Army in 1913 
He served with distinction in World War I and Il. He relieved 
General Clark, commanding general in Korea in 1948, and in late 
1948 he turned over military government functions to the newly 
established Government of the Republic of Korea and the GARIOA 
relief program. He returned to Korea in 1950 as corps commander 
and served in that capacity until early in 1951 when he was appointed 
deputy commander of the Eighth Army. His duties included liaison 
with the ROK Government on military and related matters. By 
way of a little personal touch, I had a very interesting experience the 
other day. I flew down to Taegu with Ambassador Briggs and 
General Coulter, President and Mrs. Rhee, Mrs. Briges, and others. 
There we got into helicopters and flew up to some hills to see a very 
interesting old Buddist Temple. In the helicopter with me were 
General Coulter and General Paek, the four-star Chief of Staff of 
the Korean Army. We flew over the hills just northwest of Taegu 
and it was most interesting to see General Coulter and General Paek, 
who had been comrades in arms during the dark days of the Pusan 
perimeter, pointing out to each other the hills where they and their 
troops had defended against this first Communist onslau; eht in 1950. 
I know that General Coulter knows the terrain of Korea and its prob- 
lems and we are delighted to have him as the head of UNKRA here. 
He retired from the Army in 1952 and was appointed Agent General 
of UNKRA on May 16, 1953, and I shall now ask General Coulter 
to tell you something about his problems and his job. 





24 RELIEF AND REHABILITATION IN KOREA 


Lieutenant General Counter. Mr. Chairman, ladies and gentle- 
men, after the remarks that have been made by Mr. Wood, I am a 
little overcome at the moment with all the flattery. The United 
Nations Korean Reconstruction Agency is an arm of the United 
Nations, established by the General Asse mbl) to follow up the United 
Nations military intervention against aggression into Korea. Also, 
it represents many contributor nations, and in consonance with 
General Eisenhower's repeated statements of support of the United 
Nations organization, | consider it most important that the participa- 
tion of these nations in the economic recovery of Korea be fostered, 
not only from the standpoint of funding but in working alongside the 
United States in the United Nations effort here. Because of the mili- 
tary situation, UNKRA was unable to begin operation until late 1952 
Its first program, that of 1953, is contained in the papers that I have 
had passed to you. This program was approved last January by the 
United Nations Command, by the ROK Government, and by the 
Advisory Committee of the United Nations. You will note on the 
top sheet the total amount of $70 million for the program. You will 
also note the various categories in which those funds were allocated for 
the recovery program as approved. The second paper that you have 
gives you the status of the project, supplies, and equipment that have 
arrived in Korea, or are in the pipeline under this program. On the 
seventh page of that report you w ill note the total amount of estimated 
value of the goods, the amount that has been received in Korea, the 
amount that we have handed over to the Korean Government for the 
projects, and the amount that’s in the pipeline. That does not, of 
course, include contracts for construction or commodities of that kind. 
The third paper which | have presented to you is the narrative report 
of the status of the projects for the fiscal year 1953 to give you a more 
detailed picture of what we have undertaken. The 1953 program is 
designed to be noninflationary in that we brought in $20 million in 
fertilizer and grain and it was sold to provide hwan for the implementa- 
tion of the capital investment program. UNKRA had undertaken 
in this period many projects of a far reaching nature. Some of those 
are intand irrigation and in rehabilitation of the forests. 

We have, for example, brought in 240 million seedlings to be planted 
in the hills to initiate the return of forests. We have brought in a large 
amount of material for the making of farms, too. We are providing 
equipment and supplies for the fisheries industry. A very important 
part of the economy of this country, includes lumber for the building 
of ships, fishing gear, refrigeration supplies, and items for fish canneries. 
In addition, in order to increase the fishing fleet of this country, we are 
procuring trawlers and fish tugs for them under the progr um. In the 
industrial sphere UNKRA in its 1953 piogram is making its main 
effort in relieving the shortages of those items aia needed in the 
economy of the country, for example, power, cement, fertilizer, 
briquettes, and textiles. In the power field, we are working to expand 
power generation, and we have included generators for Chejudo Island 
which has a dearth of power. We also are providing for the rehabilita- 
tion of the transmission lines and the distribution lines, which Colonel 
Rafferty will cover more in detail when he speaks on the subject. To 
improve the ports and thereby facilitate the bringing in of aid goods 
through the limited number of ports they have in the country, UNKRA 
is procuring a dredge for use in dredging the harbors and the water- 
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ways. Cargo handling equipme nt and supplies for the repair of docks 
are under procurement. To take the pressure off the transportation 
system of the country we have ordered and there will soon arrive 574 
trucks. We have purchased 304,000 cross ties, for example, to repair 
the railroads away from the main military traffic, particularly in some 
of the other parts. In order to increase the mineral resources of the 
country, UNKRA is undertaking drilling surveys. A mineral assayers 
laboratory is now being built at Taejon as well as a metal mine school 
for the training of the Koreans in that field. With reference to coal 
we are bringing in mining machinery and equipment to improve the 
production of the three main mines of the country at this time. In 
addition, we have two loan funds, a mining fund and a small industries 
fund amounting to $200,000 and $1,500,000, respectively, to permit 
the small business man to obtain either dollars or hwan for the purchase 
of needed equipment. Under this method purchases are made by the 
Koreans thus stimulating their domestic and foreign trade. Since the 
housing need is very acute in Korea we have brought in or are bringing 
in 100 landcrete machines, imported from South Africa, which use the 
native soil with a small amount of cement to make sturdy blocks for 
house building to use local resources and to conserve on imported 
materials like lumber for example, of which they have practically none. 

Mr. Brownson. Is some of the construction, General Coulter, in 
the immediate vicinity? 

Lieutenant General Coutrer. Yes sir. We have a program for 
6,500 houses this year. They are designed by the Koreans working 
with our architects so as to meet their needs and to improve the status 
of housing to lift up the standard enough to bring it into a more dur- 
able type of house. It only takes about $300 in foreign materials, that 
is in imported materials, such as lumber, glass, door frames, and so 
forth, and the total cost of the house including labor is about $700. Of 
course, these are rural-type houses, not city-type houses. We have on 
the edge of this city one of the projects in progress, and we have houses 
that we will be delighted to have you see, if you have the time. 

Mr. Brownson. The committee would be very interested to see 
this. 

Lieutenant General Coutrrer. There are several types, as I say, 
the Koreans work with the drawings. They’re floor heated. They 
have taken into account the traditions of the Koreans so as to main- 
tain that type of construction. Now we are also planning to make 
other types of large buildings. These blocks are made of just the earth 
nearby with the addition of about one-fifteenth white cement. That 
makes a very durable block which can be soaked in water, I believe 
for about 24 hours, and will add 11 percent moisture. 

Mr. Brownson. How expensive is that machine? 

Lieutenant General Couttrer. The machines are $1,000 apiece, sir. 
They came from South Africa under their contribution, and they are 
providing a specialist here to instruct the Koreans in the use of them. 
A rather interesting thing happened when they had different type 
molds. It’s all hand done and very simply done like making biscuits 
I think they can make about 1,500 a day with the machine. The first 
type was smooth and then they had the grooved type. The grooved 
type requires no mortar. It sits flat each one upon the other and re- 
quires very little skill because the line is kept straight by the nature of 
the block. In the first instances the Koreans wanted to use the plain 
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block because they were used to putting mortar in between but that 
required more cement and more work and after they saw the use of 
the othe: block now they want that type of block. 

These houses they have covered on the outside with a thin coating of 
cement. That is not essential and probably in the farms they would 
not do so but it makes a very neat looking building and a very durable 
building, both from the standpoint of durability and also from the 
standpoiat of fire hazard. It reduces the fire hazard considerably. 

Mr. Brownson. In your opinion, General, how do these houses 
compare with the houses they had here before? Does it lift their 
standard too high? 

Lieutenant General Courter. It lifts it, but not too much. It lifts 
the standard just a little bit, but gives them a durable house. It’s a 
better house. Their houses, sir, were built with slats of lumber tied 
with cord or hemp rope and then they plastered mud in on it. Of 
course, the heavy rains will cause its deterioration. It is also a fire 
hazard and then those heavy tile roofs—we’re using the tile because it’s 
a native product—with its weight has a greater chance of crashing. 
These new homes, however, are very durable. 

Mr. Brownson. We would certainly be most interested in seeing 
them. 

Lieutenant General Coutrer. The President went out to see them 
not long ago and when he saw what they were, went through them, 
and very courteously approved of them, then he said we must have 
those for all of Korea. He realizes the need for the houses. Many 
houses in this village near Seoul were destroyed, and this will give them 
a means of replacing those. These machines can be sent to various 
villages and after the villagers are trained they can build their houses 
themselves. 

Mr. Brownson. In other words, a man and his wife and older chil- 
dren can contribute their labor toward the objective of owning a new 
house. 

Lieutenant General Cou.tter. The present plan to build these 
houses is to have a home loan corporation, and the man either could 
work on it himself or have it paid for and yet he can pay in payments 
over 10 years so it provides him a house. I have seen several letters 
in the past few weeks from individuals expressing their great faith in 
providing those and thanking us for them, giving them a place when 
otherwise they would have been on the streets. 

For 1954 a program closely integrated with ROK Government and 
with United States-aid programs is now in preparation. Its imple- 
mentation is contemplated in the near future. You will be interested 
to know that I have transferred the headquarters of UNKRA from 
New York to Korea where the requirements and where close coordina- 
tion with the ROK and with the United States aid programs can best 
be done. 

In my previous discussion of the activities of UNKRA I have not, 
of course, covered all the areas of the time involved, and we have our 
specialists here who have the details on the subjects. In conclusion 
I should like to say that this agency has received splendid support 
from the United Nations Economic Coordinator, Mr. Wood, and the 
military. With our planning group, the ROK planning group, and 
the United States-aid planning group housed and working together as 
Mr. Wood has arranged, I feel that the combined effort has never been 
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more profitable. Our relations here have been such that it is a cha 
lenging one in the execution of our. responsibilities. 

Mr. Brownson. Thank you very much, General Coulter. 

Mr. Woop. Mr. Chairman, if I might, I would just like to make a 
brief comment about UNKRA to the committee. There has been, I 
know, and you and your committee and I and others have heard it, 
some misunderstanding about the operations of UNKRA here in 
Korea. I had not seen those operations prior to the administration 
of General Coulter and I was told before | came out here about this. 
[ am convinced, and of course you will judge for yourself, that the 
presence of UNI RA in this situation is an extremely constructive one. 
In the first place, I have found among the UNKRA personnel some 
really topnote h pe ople, not only from the I nite : States but from othe: 
countries. For example: The man who is heading up the transporta- 
tion work here, Mr. Jepson, is an Englishman and he is a man of fine 
ability in this field with great experience. The man who heads thi 
mining operation, Mr. Paulen, is a Dutchman and if you wish to, you 
may hear from him. But he knows his business and he is absolutely 
a topnotch man. So UNKRA has brought in people of great ability 
In addition to that there is the fact that however small some people 
may consider the contribution of the other United Nations, they are 
in fact substantial and every dollar that is contributed by them means 
that much less has to be contributed by the United States or that much 
more in the way of progress 1s made toward recove ry. Finally, we 
have such a perfectly wonderful man in General Coulter, that some of 
the problems that one might expect of conflict as between the United 
Nations Command, and UNKRA, with its responsibilities, directly 
to the United Nations General Assembly, in my personal experience 
just haven’t existed here at all. I have become convinced that the 
presence of UNKRA here is a very great asset. In addition there is 
a political aspect of this question. The very fact that Korean recon 
struction is an effort in which other nations of the free world join with 
us, has some bearing on the strengthening of the bonds of the alliances 
between the nations of the free world. 


I just wanted to tell you of my conviction on that score. You will 
judge for yourselves as vou look further into some of these problems 
and see some of these e xperts. And now, I would like to call on Gen- 


eral Case, the commanding general of KCAC 

Mr. BROWNSON. Mr. Wood, before you do that, there is just one 
point I would like to clear up. I think it was your second chart. | 
wondered if that chart is included in the text? 

Mr. Woop. I understand it is 

\Lr. Brownson. That is fine, I just wanted to be sure we had that 
in the material 

Mr. Woop. Now, if I may, I would like to introduce General Cas: 
who is also a modest man. He don’t like to talk about himself. He 
so modest that he hasn’t given me a great deal of data on his bacl 
ground but he was appointed to the Regular Army from Miussour 


1917. His specialty is artillery and antiaircraft, and he was an anti 
aircraft officer in both wars, which shows the versatility of some o 
our Army friends However, he has taken on the job of Commandin 


General of KCAC, which he has now held since January of 1953, and 
he is doing a fine workmanlike and Imaginative iob as vou all will have 
a chance to see from the things that he will tell you, and the way li 
tells them to you General Cas 
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General Case. Members of the House of Representatives. The 
Korea Civil Assistance Command is an organization of the United 
States Army, but within its Table of Organization there are included 
a number of Navy and Air Force officers, most of whom have not 
joined as yet. The United Nations Civil Assistance Command was 
organized in September 1950 as part of the Eighth Army. It kept that 
name until July of this year when it was transferred directly out of the 
command of the commander in chief of the United Nations Com- 
mand, and its name was changed to KCAC. 


Exuipit 4. Coart—ProGrREsS OF WAR IN KOREA 
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This chart shows the progress of the war in Korea. As you recall, 
when the Communists aud Americans met in 1945 that portion north 
of the 38th parallel was taken over by the Russians, and that part 
south by the United States. This cruel bisection was the beginning 
of the difficulties of Korea. Most of the industries and practically 
all of the power were in the Northern portion in the valley of the Yalu. 
Sixty percent of all the feed for Korea came from what is now the 
Republic of Korea. 

The invasion of North Korea which started in June 1950 pressed to 
the south until it came to the Pusan perimeter in September 1950. 
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The invasion at Inchon in September drove the enemy back until we 
occupied the line almost to the Yalu in November 1950. At that time 
the Chinese Communists entered the war, and we fell back until the 
line was nearly to Wonju. From Wonju our advance carried on to 
the line generally the same as the present armistice line. You can 
see that the large part of Korea was fought over. North from the 
Wonju line to the present battline was fought over four times. A 
trip through Seoul gives you an idea of the extent of the damage. For 
instance, 400,000 houses were totally destroyed and about 200,000 
partially destroyed. From 50 to 60 percent of all the industry of 
Korea was destroyed. 


Exuipir 5. CHART—GOVERNMENT OF THE REPUBLIC OF KOREA 
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This chart shows the Government of the Republic of Korea. It 
is fairly standard for a republic, one of the principal differences from 
our own being that the administrative head is the Prime Ministe1 
who is appointed by the President. Then, in addition to the normal 
minor offices, there are the standard ministries. KCAC operates 
with all of these ministries except the national defense, which is 
the interest of the Korean Military Advisory Group and the Min- 
istry of Foreign Affairs, which naturally is the responsibility of 
the Ambassador. 

The ROK Government suffers under many difficulties. One of 
the greatest is er deficiency in leadership When Korea was 
taken over by the Japanese Government in 1905, it had for a long 
time suffered under a rather corrupt monarchy. From 1905 to 1945 
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they were under the domination of the Japanese, and the young 


men of Korea had little experience, either in government or in ad- 
ministrative affairs in general \t the present time the top officials 
in the Republic of Korea are very competent. The next two or 
three layers below them are progressively less skillful and par- 
cularly when you g into the provinces vou will find that the 
uality of leadership and administration is very low Coupled to 


this is the fact that the pav of ministers, as of all officials, is ex- 


tremely low and in no case will cover the cost of living. For instance, 


minister gets what is the equivalent of $45 a month. However, 
the quality of leadership in this country is improving, and we can 
look forward to the future when it will be considerably better 


other difficulty in cooperating with the Korean Government 
ie fact that they are supersensitive on the part of their own 
sovereignty. They wish to be recognized for what they are, a sov- 


ereign government, but are like some other smaller nations, unduly 


supersensitive on that pont 

Another of the great difficulties under which they are suffering 
s that of inflation Nir. Wood has spoken of the fact that the cost 
of living has gone up about 80 times since 1947. ‘This chart shows 
some of the current indexes of inflation. 


Exuisit 6. CHartT—INFLATION INDEXES IN Kori 
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For instance, taking September of 1951, almost exactly 2 years 


ago, at 100, you can see that the cost of the United States currency, 
hat is black market United States currency, money supply, wages, 
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the Pusan wholesale prices, and the price of rice, which goes to 
tremendous rise in 1952, going Ip again, and see it start rising again 
In general, it may be said that the cost of living or the inflation has of 
exactly 2 years gone up about 200 percent In other words, the 
money is worth about one-third of what it was 2 vears ago. How 


ever, since the total increase in 6 vears has been 80 times, it can be 


seen that in some respects the situation is not too bad. 


This chart shows the organization of the Korea Civil Assist 
ance Command 


IexHiBit 7, CHART-—ORGANIZATION OF KCAC 
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The principal operating agencies of this command are contained 
in the three divisions, all of which are headed by colonels. The first 
is the Planning Division which is broken into the Requirements 
Branch to set up the requirements and the Programs Branch to formu- 
late programs That division, at the present time is operating in this 
building nh close cooperation with Mr. Wood’s office, UNKRA and 
the ROK office of planning. 

There is the Technical Division which has within it the branches, 
each of which is responsible for the area which was allocated to KCAC 
under the division of responsibilities by Mr. Wood, by the agreement 
between Mr. Wood, General Coulter, and myself. They are Agricul- 
ture, Social Affairs, Public Health, Public Works, Transportation, 
and Communications. 

There is the Supply Division, which in 1 respect is one of the 


most important. That division is responsible for the receipt, the 
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storage, and the distribution of all relief supplies brought into Korea 
by FOA, UNKRA, and KCA( 

The total strength of this organization is 235 officers, 281 enlisted 
men, 133 Department of Army civilians, al 111 employees of 
UNKRA are detailed with this command. In addition we employ 
over 2,000 Koreans. Many of those are drivers, cooks, employees, 
and guards in our various compounds. 

Mr. Brownson. General, just for the purposes of comparison, aside 
from the Korean employees, how does that compare with a headquar- 
ters, like He pene urters Eighth Army? 

srigadier General Caspr. Well, a great deal smaller. I don’t know 
how large the headquarters of the Kighth Arn \ is, sir 

Mr. Woop. I think we can find that out for you. 

Brigadier General Casr. We can find it out for you and give it to 
you, sir. 

Mr. Brownson. It seems to me that from the figures you gave, 
they were approximately the size of the Eighth Army Headquarters 
of the last war. 

Brigadier General Case. I can’t tell you, but I really believe you'll 
find that it’s a good deal smaller, but I haven’t any information on it. 
We'll get it for you. 

Mr. Brownson. We would appreciate it, Mr. Wood, if you could 
ret an overall. comparison but if there is security involved, I don’t 
hink it Is necessary. 

Mr. Woop. We'll look that up. 

Mr. Brownson. General Case, is that chart included in what we 
have here? Is that chart in the book? 

Mr. Woop. That is not. 

srigadier General Cas} We understood, sir, that you were taking 
photographs of all these charts. 

Mr. Brownson. We are, but unfortunately some photographs are 
unsuitable from the standpoint of the Government Printing Office. 

Brigadier General Case. We can give you these charts, sir. We'll 
do so. 

Mr. Brownson. We'll appreciate that very much. It will be 
extremely helpful. That 1 chart there particularly, and the inflation 
chart are 2 charts we very definitely would like to have. 

Mr. Woop. Weil, we’ll provide those. 

Mr. Brownson. Now, if they have to be redrawn, please remember 
that due to the great economy in Washington they can print only 
one color, so any charts such as that inflation chart will heve to be 
dotted lines and adie or something to that effect. 

Mr. Woop. I’ve run into that problem before. 

Brigadier General Case. Any other questions, sir? 

Mr. Brownson. No; we have none right now. Thank you, Gen- 
eral. Mr. Wood, just for your information, it’s our plan to provide 
you with copies of the written transcript of these complete hearings 
and to extend to you all the same courtesies we reserve for ourselves. 
The hearings will be printed from the stenographie notes; the tapes 
are primarily as a check on them. 

Mr. Woop. In that connection, I presume that we will also have the 
privilege of identifying and marking any classified material which 
should not be printed as such in unclassified records? 
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Mr. Brownson. We would certainly expect you to do that. We 
would hope that it would be a minimum. Another subcommittee 
made one of these trips around the world and when the hearings 
were printed they consisted of about 90 percent asterisks and 10 
percent information. We hope you will lean over backwards in the 
classiiication. We will accept your guidance on this. 

Mr. Woop. We will lean over backwards. 

Mr. Brownson. Will you proceed please, General Case? 


EXxuHiBit 8. CHart—Brier or Mission (KCAC 


BRIEF OF MISSION 
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|. ADMINISTER CIVIL RELIEF IN KOREA, (CRIK) 
PROGRAM TO SUPPORT EIGHTH ARMY, ESPECIALLY 
TO PREVENT DISEASE, STARVATION AND UNREST. 

2. ADVISE AND ASSIST REPUBLIC OF KOREA OFFICIALS, 
TO ENABLE THEM TO SUPPORT THE CRIK PROGRAM. 


ADDITIONAL CURRENT 


3. SUPERVISE RECEIPT, WAREHOUSING AND DISTRIBU- 
TION OF KCAC, FOA AND UNKRA SUPPLIES. 

4. ADMINISTER FOA PROGRAM IN FIELD OF 
RESPONSIBILITY. 


5. COORDINATE TROOP AID PROGRAM WITH THREE 
ARMED SERVICES. 


KcAC- $ 


Brigadier General Casr. The basic responsibility of this command 
which has been only recently expanded was to administer the civil 
relief in Korea, CRIK program, in support of the 8th Army, especially 
those things necessary to prevent disease, starvation, and unrest in 
Korea. The second was to advise and assist the Republic of Korea 
officials to enable them to give a better support to the CRIK program. 
We now have the additional mission, which has arisen in large re- 
spects from the extended aid program, that is in coordination with the 
Economic Coordinator and UNKRA, we supervise the receipt, ware- 
housing and distribution of all KCAC, FOA, and UNKRA supplies. 
We also administer the FOA program in our fields of responsibility, 
and finally we coordinate the troop aid program with the three armed 
services. President Eisenhower suggested some time ago that the 
Armed Forces in Korea, after they have taken care of their house- 
keeping, could, after the end of the war, do a great many things in 
aid to Korea. They have already done a tremendous amount of 
good in this country such as aid to orphanages and hospitals, the re- 
building of schools, the improvement of roads, and many other things, 
much of which has been done in the manner of voluntary aid. This 
program will make extensive use of the technical services of the Army, 
particularly the Engineers, the Signal Corps, and the Medical Corps, 
to improve the Korean economy and give aid to the communities in 
which they are located. That is to be coordinated by KCAC, but the 
principal operation draft would be under the Sth Army and the Korean 
Communications Zone called KCOMZ. 








34 RELIEF AND REHABILITATION IN KOREA 


Exuipit 9. Cuartr—LocatTion oF KCAC Fre._p AGENCIES 
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One of the most important agencies of KCAC is the 10 field teams 
that we have in the provinces. Those teams have intimate contact 
with the provisional government and in many of the fields, particu- 
larly in the field of public health and public welfare, they have more 
control and more importance than the Korean provincial agencies 
themselves. The typical field team consists of 4 officers, consisting of 
a team commander, administrative officer, supply officer, a civil affairs 
officer, and 8 enlisted men who are principally charged with the opera- 
tion of mess, motor pool, supply and other things of that sort. In 
addition there are 9 civilians, 2 doctors, 2 nurses, 1 sanitarian, 1 
agriculturist, 2 public welfare officers, and 1 supply clerk. These teams 
are responsible for the receipt of all supplies that come into the prov- 
ince and for the assistance in their distribution and their proper use. 
They are also carrying out all of the work in the end use checking to 
make sure that the supplies that we put into these provinces are 
properly delivered by the Korean agencies responsible for the dis- 
tribution. This chart shows graphically the extent of the imports 
into Korea during the fiscal vear 1953 as set forth in 10,000-ton 
shiploads. 
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Exuinirt 10. Caart—Imports, Civin Revier 1n Korea, Fiscan YEar 1953 
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The principal Import was grain oi which about on -G(uarter Was rice, 
about one-half barley, and the remainder wheat. We also imported 
380,000 tons of fertilizer which, added to that imported by UNKRA 
and some imported by private traders, for the first time since 1941 
made available to the farmer the amount of fertilizer required for the 
proper growth of his crops. In general, it can be said that 1 pound 
of fertilizer will increase the production of grain from 3 to 6 times 
We also brought in a great deal of coal part of the coal for the Korean 
national railroads, for the entire relief program, and for some sale to 


civilian industry. We imported all of the petroleum products that 
were used by the civilian economy—that is brought in and sold by 
an agency set up by the Government. There were also included 


quantities of building materials and among the miscellaneous items 
were about $3 million worth of medical supplies [t’s not possible to 
devise a chart of this sort for the 1954 program since it has not entirely 
been formulated or determined in detail. I’d say that the imports for 
1953 came to about $125 million. The appropriation for the current 
vear 1954 was $58 million, but there is the sum of money remaining 
from 1953 which, under the terms of the appropriation act, still 
remains available, plus the supplies on hand at the end of the year, 
which make a total of the amount available for distribution during 
this fiscal vear of about $105 million or $110 million. 
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The distribution of supplies throughout Korea is basically a re- 
sponsibility of the Republic of Korea Government. However, it is 


carried out under very close supe rvision of this command. The sup- 
plies that are sold are shipped out from the port under our supervision 
but after that time we do not exercise any control over them. The 


items which are civen away include all Prain and some of the other 
products, and all the used clothing. We get a great deal of used 
clothing from the United States and from other countries. We exer- 
cise a very close control over Korean distribution, both at the port 
and at the province: al le vel and in many respects we control it although 
it is under the responsibility of the Republic of Korea. 

This chart nin the statistics provided by the Republic of Korea 
showing those who are eligible for relief. 


Exaipit 11. Coart—ReEFUGEES 
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War sufferers are over 31 million, destitute over 4 million, and the 
registered refugees 2% million, which come to over 10 million persons 
out of a population of about twice that amount. 

Mr. Brownson. General, I think that would be a good place to 
pause, the tape has about a half minute on it. 


Brigadier General Casn. Yes, sir. 
These figures are undoubtedly very considerably exaggerated and 


of course rather difficult to determine. However, the number of 
refugees in Korea, 274 millic nm, 1S reasonably accurate, This chart 
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shows the locations of these refugees which vary greatly from prov- 
ince to province. You will see that in the province of Kwongi-do 
which surrounds Seoul there are 800,000 refugees. <A large part of 
these come either from North Korea or from the battle zone itself. 
This does not represent the number to which we give assistance. In 
general, we provide the full grain ration which amounts to a pound 
of grain a day for about 1 million persons. In addition we give a 
partial ration of from to % pounds per day to an additional 2 million 
Now of these who get the complete ration, a very large number are 
in orphanages or in refugee camps and consist almost entirely of 
children, unemployable women and the aged. We have 235,000 
refugees in registered camps, and we have about 350 orphanages with 
about 40,000 children in them. While those are run by the Koreans, 
we furnish all the grain for the orphanages. The used clothing 
shipped from the United States and other countries is about all they 
have for their clothes. 

This chart, or map, shows the location of all of the dispensaries 
and hospitals in Korea. 


KixHipir 12. CHart RELIEF DISPENSARIES AND HospiTrats, ROK 
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These are run by the Koreans, and practically all the medicine 
used in them is issued by KCAC. There are 94 hospitals and 573 
dispensaries. The daily inpatients in the hospitals amount to about 
7,000, and there are about 900,000 outpatients monthly. 

This chart shows one of the most dramatic results of the aid we 
have given to Korea. 
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In January 1951, the great retreats from the north took place and 
there was great disorganization of this country. At that time disease 
was rampant; there were over 30,000 cases of typhoid a month and 
about 13,000 cases of smallpox. Typhus was nearly 15,000. A mass 
inoculation was started at that time and this shows the cumulative 
number immunized in millions in red on the left hand side. You can 
see that by the end of the year this averaged over 20 million persons 
who had been immunized and the startling drop in the incidence of 
disease which has dropped slowly since that time until the present 
time these diseases run 200 or 300 a month, which compares very 
favorably to the western civilization 

One of the most important assistances we have given is to agri- 
culture, that very largely consists of importing a very large amount 
of fertilizer. In addition, we have given extensive technical assistance, 
particularly in the fields of farm aid and assistance on the village level 
We have resettled, in this current calendar year, some 350,000 Koreans 
who were driven from their homes by the guerrilla and bandit activi- 
ties in the mountains and by the war itself. We have given these 
people seed, grain for fields, farm tools, and are now in a program of 
issuing to them work cattle for their farms 

In general, it can be said that the mission of KCAC has been to 
support the Kighth Army to keep the Korean people on a bare sub 
sistence level so that it would not interfere with military operations 
Generally speaking, the situation in Korea today is passable There 
are no hungry people, but their level of subsistence is low. Due to 
a very fine crop vear and very large imports of grain by the Koreans 
themselves, the food situation at the present time is very favorable, 
but Korea is not now, and probably will not be for some little time 
self-sustaining in food. Korean people are pitifully housed, they have 
very little fuel of any sort, but it can be said that as far as preventing 
the interference of military operations the mission of KCAC has been 
successfully achieved. ‘Thank you. Are there any questions? 

Mr. Brownson. Any questions, Mrs. St. George? 

Mrs. Sr. GeorGe. I would like to ask one question and that is on 
these ships that haul grain. What ships are these? Are they all ours? 

Brigadier General Case. They are very largely the Military Sea 
Transport Service operated by the Navy and are brought in just the 
same as other military cargo. A good deal of the fertilizer has been 
brought from Japan, mostly in small ships operated by the Koreans 
themselves. 

Mrs. St. Groreer. By the Koreans; not by the Army? 

Brigadier General Case. Yes; by Korean ships. 

Mr. Brownson. Mr. Meader, do you have a question? 

Mr. Meaper. I was a little surprised, General, to hear you say that 
the Koreans were not self-sufficient in food. It has always been our 
understanding that Korea was a food exporting nation, that because 
of the war conditions which have fallen 

Brigadier General Cass. Yes, sir; and because of the great increase 
of population. Twenty years ago around, 1933 to 1936, she had a net 
export of grain of about 1 million metric tons a year out of a produc- 
tion of about 5,100,000 metric tons. That was at a time when the 
total population of all of Korea was about 20 million. At the present 
time the Republic of Korea, which around 1935 produced 63 percent 
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of the entire food products, has a population ranging from 20 million 
to 22 million, the exact amount not being known. So that the large 
increase in the population and the fact that only food produced from 
the Republic of Korea itself, is available, has made it a deficit country. 
The estimate of the experts is that if they do their best in carrying 
out all the instructions, or suggestions, made by the ~_ rts in the field 
of agriculture they may become self-sufficient by 1956, but the increase 
in population will be such that she will again become a food-deficient 
nation by 1959. 

Mr. Woop. General, I think the committee may be a little confused 
on the population statistics you gave. You said the population was 
20 million in 1933, didn’t you? Were you speaking of the total? 

Brigadier General Case. Yes, sir; that’s my memory. It might be 
false | rut I think not. Generally speaking, the population in 1933 of 
all of a was about the same as it is today. 

Mr. Woon. Is that South Korea? 

srigadier GENERAL Casn. I mean the Republic of Korea is today. 

Mr. Woop. Does that clear up that point? ; 

Mr. Brownson. Thank you very much, General. 

Mr. Woop. How would you like to proceed at this point? Have 
you further time this afternoon? It’s about 10 minutes past 4 or so. 

Mr. Brownson. Yes, indeed. We have an appointment set by 
the Ambassador for 7 for the committee members to have dinner with 
the President. 

Mr. Woop. Then it’s agreeable with you to continue now? 

Mr. Brownson. It’s entirely agreeable. We might take another 
break at this stage and continue for about an hour or an hour and a 
half after that. 

Mr. Woop. Mr. Chairman and members of the committee, if we 
are ready to proceed I suggest that we have Mr. Turner, of my staff, 
describe to you the nature and some of the problems, some of the 
elements of the overall program, the resources which are now being 
developed and which I referred to very casually in my opening remarks. 
Mr. Turner. 

Mr. Turner. A great deal of the work in preparing this program 
that we are now working under was done for us, in a sense, before we 
left Washington, since we cad the benefit of the materials prepared 
by the Tasca mission which was here in April 1953, and presented its 
report to President Eisenhower in June. When the Tasca mission 
was here, they devoted themselves to the task of making a determina- 
tion as to what projects could best be implemented and also they 
made an analysis of the resources available. By resources I refer to 
the different funding sources. There has been _an appropriation 
through the Department of the Army, an UNKRA appropriation 
plus contributions, and also some relief material which is coming in 
through voluntary agencies. In addition to that $200 million have 
been appropriate .d and already made available to the FOA, so these 
resources in combination constitute the total program. When the 
Tasca group was here, they had the benefit of working with the tech- 
nical section on the staffs of both UNKRA and KCAC who had been 
on the ground here, in many cases since 1952. As a result they were 
able to come up with projects which were sound in an engineering 
sense, a technical sense, and at the same time a very useful thing was 
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accomplished because it began to get the ROK Government interested 
in these projects. It also caused them to refine their own thinking. 

Therefore, when the Tasca program was submitted in Washington, 
it was a unilateral program recommended by the U. N., but at the 
same time implicit in that program was a considerable measure of 
ROK thinking and ROK agreements. Now when the coordinator’s 
office was established here in the last part of August, our first assign- 
ment in the programing side was to achieve a bilateral program, 
that is, a program which had ROK concurrence. This has been going 
on now as a@ continuing process ever since we came, and it has been 
accomplished by a meticulous and a painstaking series of discussions 
“Negotiations” is hardly the right word, because we've found that in 
working with the various ministries and the middle level officials we 
don’t find ourselves confronted with some of the adamant and unrea- 
sonable positions which have so often characterized the negotiations at 
higher levels. As a consequence, it has not been a job of enormous 
difficulty: It has been one of simply working out the details and making 
sure that everybody understands what the other people mean. The 
principal process that we employed in developing the program, that. is, 
the individual components, was initially to work with the ROK Office 
of Planning. The ROK office serves a function here which is closely 
analgous to our own Bureau of the Budget, in the sense that it coor- 
dinates the ministries. Now the ministries again are like our own 
Federal departments. After we get a generalized agreement on the 
total program, then comes the technical process of the engineers, the 
specialists in public health, the people who are expert in irrigation, 
fisheries, forestry, and so on, getting together w.th the counterpart in 
the various ROK ministries to turn out the details of the various 
projects. We are just about through with that process now for this 
fiscal year and we have composed a program of $628 million, which | 
hope we can cable into Washington, probably tomorrow. At the 
same time this has been going on, we have also been developing the 
fiscal 1955 program, because the executive branch, as you know, sub- 
mits in the fall to the Bureau of the Budget the funding requests for 
the subsequent fiscal year. The principal difficulty that we have had 
in developing this program has been a contention on the part of the 
ROK which is entirely understandable, but nevertheless gives us 
difficulty with regards to level of investment. The ROK Government 
has seen foreign-aid programs come and go ever since VJ-day, and they 
have very little to show for it in terms of any tangible evidence. 
They have, in other words, been on the receiving end of sustaining 
commodities which have been consumed and very little remains. 
Now a great deal was done by the ECA here, but they got lost in the 
overall preconception that the ROK have. 

Mr. Brownson. Just briefly at this point, Mr. Turner, what are 
some of these landmarks of previous aid programs? ‘The point was 
brought up in our off-the-record conversation with the President this 
morning. 

Mr. Turner. Well, my knowledge of it isn’t in detail. I think 
some of the other people here in the room will know, but 1 understand 
that there was considerable work done in improving the railways and 
just as the war closed some extensions were made. Tunnels were 
dug and that kind of thing, but I don’t pretend to be an authority. 
We found that the ROK wanted to have a very high percentage of 

50597—54——-4 
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investment and, therefore, we rot together with their economic people 
and made a determination as to what proportion of the total $628 
million could be devoted to investment projects. The agreement 
reached was that approximately $198 million on an obligational basis 
out of the total $628 million could be devoted, we felt, safely to the 
investment program while a total of $238 million, originally, sustain- 
ing imports of commodities, has now been raised to $244 million. 
These imports in effect serve to counteract the inflationary impact 
of the investment portion of the program. We juggled that back 
and forth with them and little by little reduced the investment 
components from 70 to 50 and finally down to about 30 percent of 
the total. In these foreign-aid programs the experience has been 
that you can bring in dollar capital imports at a level no higher than 
the availabilitv of the local currency to install these imports. In 
other words, we could bring in dredges, bring in tunneling equipment, 
equipment to manufacture shoes or chemicals or something of that 
sort but unless you have the companion resource of the local currency 
to go along with it, vour dollar program is almost doomed to failure. 
Therefore, we had to make a careful estimate of what was available 
in terms of local currency. Having made that determination, we 
then ascertained that we could sustain a level of investment import 
which in combination with the pipeline and fiscal 1953, mostly 
UNKRA, would not exceed the availabilitv of local currenev to 


match it. So, in that wav we think that we have developed a program 
which is not going to result in an inflationary situetion or internal 
financial imbalance. However, at this stage of our effort in Korea we 


aon t anticipate that our estimates in this field are necessarily coine 
to be final . 

We think that we’re going to be confronted with a continuing review 
process and if we see prices beginning to rise, and if we see local cur- 
rency availability is not materializing as we had initially hoped, we’re 
going to be confronted with the unpleasant task of having to cut down 
on our investment portion of the program and raising simultaneously 
the program tor consumption goods. This would be a politically unde- 
sirable thing out here but, at the same time I think that the ROK 
realize the importance of maintaining internal monetary stablity. 

Mr. Woop. Mr. Chairman, if | might mterrupt for a moment here, 
we will get for you a list of some of those landmarks before you leave. 

Mr. Brownson. That would be extremely helpful. 

(The information furnished the subcommittee appears in exhibit 14 
as follows: 


ExuHiBiT 14. MEMORANDUM AND List oF ECA LANDMARKS 


Orricre oF THE UNC Economic CoorDINATOR FOR KOREA, 
APO 301, October 14, 1953. 
Memorandum to: Mr. Maurice Mountain, staff director, Brownson subcommittee. 
From: Frank L. Turner, acting program officer, OKC. 
Subject: ECA permanent projects. 
1. During the hearings regarding the program on Tuesday, October 13, the 
committee asking for a listing of ECA permanent projects completed. 


) 


2. I hope that the attached will furnish the necessary information. 
SomE PERMANENT ProsEcts (LANDMARKS) FINANCED By ECA 1n Korea 
1. Loan of six Baltic coastal vessels (these vessels are still in Korea and are 


carrying a large amount of cargo between Korea and Japan). 
2. 66 coastal luggers (most of these are still in service 
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1 Chaechon to Sor ot} iK 

1. Construction of 14 kilometer rail link from Yonju to Naesong. 

5. 500 freight cars and 5 locomotives 

6. Construction of Makpo diesel generating plant (5,600 kilowatts 

7. 1,000 trucks and cars (manv of these trucks bearing the ECA markings are 


3. Construction of 9.8 kilometer rail lin 








still to be seen in Korea 

8. Coal cars and locomotives for Machari and Hambaik coal mines 

9. Ore-crushing equipment for Sandong tungsten mine 

10. 40 streetcars for Seoul and Pusan (mat f these are still bearir | 
States markings 
1. Can-making machinery and lacquering equipment for Oriental Can C¢ 
9 


1 
l 
| 


Equipment for the repairs to powerplants and other power projects 





a) Pusan steam plant 
b) Yongwal steam plant 
c) Tanjinri steam plant 


d) Fquipment for substation and transmission lines 














e) The power barge, Jacona (this barge is still operating in Pusan 

Nov ECA was activated in Korea January 1949 Programs for rehab 4 
tion were developed in the spring and summer of 1949 and procurement orders 
placed First priority Was given to raw materials, fertilizer, spare parts, and 
repair equipment Naturally lans for new lot g-range projects required time ind 
care to dev elop and these latte: projects Were only reachit the imple 
stage in the spring of 1950. The June invasion caused a cessation of all such effor 
Che items listed above were “early arrivals hich got into place before June 1950. 

llowing the outbreak of hostilities and until its di lution in April 1951 
the ECA mission in Korea confined its efforts to maintaining, in cooperation with 

e Army, a pipeli e of imp ) eet tl nare eed the Ivillan ¢ 
UNITED STATES ARMY ASSISTANCI O KOREA OTHER THAN CIVIL ASSIS 

AND ROK RMY LOGISTICAL SUPPOI ULY 1950. TO Al 

Co 
Highways ERP 37 ) 
Hig way bridges bat MH OOO 
Railroads 0 258, 610 
Railroad bridge 164 0 
POL facilities 5 
Port facilitie 5 
Buildings and miscellaneous structure 99 
ROKA installations 3 
Total 156, 222. 936 
Of the total Eight! Armv was resp¢ i for $67,019,000 and KCOMZ 





$89,203,936 


These estimates have been based primarily on analysis of individual projects 
for which records were readily available or which cost $50,000 or more Chis bas 
obviously excludes the cost of many minor projects which may locally be con 
sidered “‘capital investments” of the type being summarized. Since these minor 
projects cannot be accurately evaluated without further detailed research, it i 
arbitrarily estimated that the Eighth Army total shown above represents onl 
50 percent of total expenditures in the areas analyzed by Eighth Army; and that 
KC MZ figure repre sents 85 percent of total ex] enditures in the areas considered 
by that headquarters. By applying these factors to the above totals, adjusted 


estimates are obtained as follows 





Khighth Army $134, 038, 000 
KCOMZ 104, 945, 807 


Total 238, 983, 807 


>. Cost computations basis 


a) Highways.—815 miles of 2-way class 50 road of which 30 miles was ped 
with 3 inches of bituminous surfacing. It was assumed costs and improvement 
and new construction was equal to 60 percent of new construction costs for entire 
network. It was assumed that 50 percent was in rice paddies and 50 percent 


mountainous terrain 
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H ay bridges It was assumed that half of the 30,000 feet of class 50 
place was installed by the United States Army and that one-third of the 
3] feet 1 ‘ 

Ra rad Records of the 3d TMRS show cost of materials supplied to 
Korean National Railroad. No labor and equipment rental was included since 
KNR fur hed these No record of troop construction in combat was available. 

Ra vad bridae The record of 3d TMRS was only on railroad bridge 
r tated for which labor costs were $64,000 and materials were estimated 

POl It was assumed that pipelines averaged 6 inches at a cost of $10,560 

e, labor $90 per mile, and equipment rental $100 per mile. All costs were 
estimated for anchorages, pump stations, and other facilities 

Utilities Capital improvements added to electric generation or distribu- 


tion facilities by United States Army are negligible for the purpose of this report 
Improvements to water and electric facilities within United States Army Installa- 
l d in the cost shown for thes« installations , 
Port All improvements to ports include warehouses, administrative 
, housing, and utilities services added or improved were 
estimated from data available in current real estate records 

h) Structures Improvement or addition of warehouses, storage areas, hous- 
ing, administrative building, and other utilities services in all installations, other 
than ports, were estimated from real-estate records. 


lings, storage area 





NITED STATES ARMY CIVIL ASSISTANCE TO KOREAN INDUSTRY, 1951-53 


1G 
During the 3-year period 1951-53, despite its preoccupation by war, the Army 
iste? in the rehabilitation of Korean ineustry in the following ways: 
1 


Implemented and executed the CRIK program which furnished critical 
ipplies an’ materials that could not have been otherwise obtained. 

Furnished assistance from military resources, viz, transportation, road and 

bri¢ge builcing, communications, and various types of engineer construction 


Furnished technical acvice in all fiel@s, particularly mining and power, 
which consisted not only of office consultation but actual visits to industry in the 


field to Cetermine firsthand how ope rational ol stacles could he overcome. 


( oal-powe r-tungsten (C-P-T) area 
This project was hancled cirectly under civilian assistance section, EUSAK, 
an’ incluced the following activities 
a) Tungsten All phases of rehabilitation, material assistance, and initiation 
of operation at Sang’ong and Okbong tungsten mines. All tungsten produced 
in Korea wes hencled, storec, and shipped to the United States by the engineer 
epot in Pusan 
6b) Coa Actual concuct by Army with Army personnel and heayy equipment 
of strip-mining operations until such time es the underground mine could be 
operated as Macheri. Import of 400 coel cars, track, electrical machinerv and 
+} 


other much nee’ed equipment for this mine. Also rehabilitation of Man Hang, 
Sangdong’s coal mine 
Power Reconstruction and repair of extensive damage to Yongwol power- 
plant Also reconstruction of certain transformer facilities and powerlines in 
i t ’ 
1) Transportation I Trucked all tungsten with Army vehicles out of 


C-P-T area 40 miles to railroad 
1 in flotation reagents, timbers, and other mine supplies. 
ng machinery with engineer semitrailer equipment. 
5 miles from Songhok spur to Yongwol powerplant 

) rucked into C P-T area rice and other food supplies 

6) Repaired structures end imported 35 kilometers of new cable for Machari- 
Yongwol overhead tramway, 


ruckes 
rucked in massive mini 


r icked coal 





r 
l 
r 
| 


‘ Communications Strung 200 miles of telephone lines in C-P-T area and 
maintained radio contact within area and to Army and corps headquarters. 
Construction 1) Built 10 mile Womer Pass, including 17 bridges, into 


Sangcong area at estimated cost of $500,000 
2) Built Yongwol Bridge across Han River eat cost of $340,000 
3) Assisted with railroad and highway construction between Songhok spur and 
Yongwol. 


1) Built airfield at Yongwol 
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(g) Technical.— Maintained in area for 2 vears a 6- to 12-man officer 
man team consisting of metal mining, coal mining, at 1 electrical en rineers 
h) Securily Maintained in area for 2 years 1 United States infantry bat- 


talion 


3. Other industr 


a) Power, genera Various Cegrees of assistance was given to such plants as 
Tangan ri thermal plant at Seoul, Hwachon, and Pyongchung hvecroelectr lant. 
and Pusan thermal plant Considerable effort also went into rebuilcing of 
war damaged power lines 

} Vining, general All tungsten mines were assisted when anv worthwhile 
production was indicated For t benefit of small operators a storage wart ise 
was maintained within EKUSAK compound to safeguar€ material until enough 
could be accumulated to ship. The only reason proecuction of all minerals and 


all coal was not encouraged to the fullest was because of lack of transportation 
due to the war effort 

Transportation, general, Throughout Korea roa’s and brieges that con- 
tributed little Ccirectly toward the war effort were built to assist isolated com- 


munities, industries, agriculture, ete 


(d) Textiles Raw materials were imported and assistance was given to 
rebuilding of war Cevastated machinery and buildings 
e) Fisheries extensive assistance was lent to place this completely cefunct 


industry on its feet, viz, boatvares, sail works, net works, canneries, can manu- 
facturing plants, refrigeration equipment, and salterns 
f) Agriculture Fertilizer was imported and electricity was mace available 
insofar as possible to areas in need of irrigation or rice-milling facilities 
g) Briquetting—Two main plants, one in Pusan and one in Seoul, were rebuilt 
almost from ruins. Material was furnished to repair various smaller units 
(h) Other industries.—Also assisted under the economic rehabilitation phase of 
Army civil assistance were the following Industries: 
1) Rubber—including tires and shoes 
(2) Cement—in Samchok area 
3) Glass—other than flat 
4) Carbide—for mines and fishing 
(5) Foundries—castings 
(6) Chemicals—various types 
4. Municipalities 
Several of the larger cities, particularly the province capitals and Seoul, were 
given considerable assistance for such facilities as water supply, sewage disposal, 
electricity, transportation, general sanitation, municipal and national office 
building, housing, ete. 


\e 


Mr. Turner. Our program, as it is presently conceived. 

Mr. Meaper. Mr. Chairman. 

Mr. Brownson. Yes, Mr. Meader. 

Mr. Meaper. Mr. Turner, would you expand a little bit on 
the inflationary effects of the investment expenditures so that it will 
be clear. I wish you would give us an example. 

Mr. Turner. All right, sir. For example, if I may speak from my 
own personal experience here, I have been familiar before I came 
into the Korea program with the program down in Formosa, and I 
don’t want to digress except to say that our experience has shown 
there, and I think here also, that on the whole your dollar costs and 
your hwan costs exist in a ratio of 2 to 1. In other words, for every 
dollar which you spend in putting up a cement plant or chemical 
factory or some other kind of installation, on the average it works 
out that hwan costs are just about half. You always have to be pre- 
pared to have that component there in order to insure yourself that 
the incoming dollar equipment can be adequately accommodated, 
adequately installed. For example, there is an UNKRA dredge 
coming in right now. It’s out in the Hawaiian Islands. It’s being 
towed, or will be towed, as soon as the typhoon season subsides. 
Now when that dredge gets here, provision will have to be made for 
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the local currency salary of the crew. There will be additional 
material. There will be tugging charges, towing charges. There 
will also be some barges. We're having a little trouble now with 
Kunsan Harbor because the ROK have some dredges, but we don’t 
have the local currency to go along with hiring 24-hour-a-day crews. 
So that’s the kind of a problem you’ve got to lick only by assuring 
yourself of local currency availability. 

Mr. Woop. I might add, Mr. Meader, just for example, let’s say a 
request is made for a bridge that may take 2 years to build. That 
bridge will not increase production of commodities during the period 
in which it’s being built but during that same period 1: iborers are bei ing 
paid, transportation costs are being paid, money for that purpose is 
being put into the hands of people, thereby increasing the money 
sup ply but not at the same time increasing the goods they can buy with 
it. If you do too much in the way of fixed, long-term investment 
involving spending money in a country which involves no increase of 
production on the other side, you will get inflation in the economy by 
adding to the money supply and the purchasing power of the people 
in the country. 

Mr. Turner. In conclusion, I would just like to run down the 
composition of the program which is contained in your booklet there 
under section 5E1. The program as we normally draw it up 
under FOA operations is composed of nine categories, or as we say, 
fields of activity. Now the purpose of the fields of activity is to show 
the objectives or the purpose for which the money is being spent. 
For ext ample. the first category is the agriculture and natural resources 
for which we have $14.9 million budgeted. Health and sanitation 
come next, then education, transportation, power, industry and 
mining, public administration, relief and maintenance of civilian 
supplies, and finally a field of activity which we call direct military 
support. The first six categories are inflationary. The eighth cate- 
gory is counter-inflationary. The balance that I mentioned a moment 
ago is between your investment which is inflationary and your counter- 
inflationary portion. This is concerned particularly with the rela- 
tionship between your field No. 8 and your first six fields. I might 
say, also, that this system of classifying the program in ne fields 
of activity represents for us a very useful management devic I mean 
by that, that we set up our statistics on the progress of the a ‘am 1n 
accordance with each one of these fields of activity. 

I or eX! imple, if we have industry and mining in here budgeted at a 
total of $54.7 million, we can determine readily how fast the program 
is moving. By that I mean how fast we are succeeding or we are 
not succeeding in translating the dollar given to us by the Congress 
into actual goods, commodities, and projects out here. So on a step- 
by-step basis we can see how much has been in the program, how 
much is obligated, how much committed, how much has been con- 
tracted, and finally how much arrives. The acid test of accomplish- 
ment in a program like this is to translate the money from the program 
column into the arrived column. And, the faster that can be done, 
with sound technical considerations governing, the better and more 
rapidly we're accomplishing our job out here. Thank you very much. 

Mr. Brownson. Mr. Turner, you mentioned that you were just 
now working on the fiscal 1955 program. How is that roughly spread 
out to save money compared in size to what you just told us? 


i AI a EIT 
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Mr. Turner. The present estimate is $531 million, which is com- 
posed of $130 million ROK foreign exchange, the balance being funds 
to be furnished by UNKRA contributions plus Federal appropriations, 
both to the Foreign Operations Administration and to the Department 
of the Army plus also $10 million of donations from voluntary agencies, 
like the Korea American Foundation. 

Mr. Brownson. How far are you projecting this whole program 
forward? You said fiscal 1954 and fiscal 1955. Does this look like 
a 3-year, 4-year, or 5-year program? What is your time in thinking 
of that? 

Mr. Turner. The original Tasca recommendation was for a 3-year 
program. At the present moment we’re projecting it in terms of 
4 years. It’s very difficult at this stage of the game to say how 
accurate that projection is because we have a tremendous program 
here dollarwise, and it’s going to take an awful lot of drive and 
lot of engineering to put across some of these projects. It’s a bigger 
program than we’ve ever attempted in the Far East. Formosa is 
about $100 million, for example, the Philippines is about $17 million, 
so it is a big operation. Now, if we find as we go along that our rate 
of implementation is inadequate, then, of course, it’s going to require 
a phasing of the program into 5 years perhaps, but we are hopeful 
that that will be avoided. 

Mr. Brownson. As far as the original Tasca report recommenda- 
tions are concerned, is it true that you have modified that to a certain 
extent, in the direction of reducing consumer goods imports? 

Mr. Turnpr. Yes, sir; we have a little bit. 

Mr. Brownson. You don’t think that modification would be unduly 
inflationary? 

Mr. Turner. We have looked into it to the best of ow ability. 
We’ve changed the program slightly upward in a great many directions 
but at the same time you'll note that we have the safeguards of 
somewhat improved conditions. General Case mentioned awhile ago 
the inflationary curve upward has now flattened out to some degree 
We also have a further safeguard of an agreement with the ROK 
that as the program unfolds we can put it under continuing revie\ 
and, if we see that it’s getting out of balance, one side or the other 
will be in a position to check. 

Mr. Brownson. Were those revisions to which | just referred pri- 
marily revisions as a result of a desire of the ROK? 

Mr. Turner. No sir, not entirely; 1 am sure that the ROK view- 
point was involved to some degree because we have sought to work 
with the ROK in achieving here a bilateral program rather than a uni- 
lateral program, but that’s not the predominant factor. 

Mr. Brownson. Well how and when do the ROK submit theu 
suggestions? 

Mr. Turner. Well it works out differently in different areas. For 
example, in this review which we just completed we had a difficult 
situation here which Mr. Wood mentioned a moment ago. We're 
separated from Pusan and our technical people, so as a consequence 
we had to ask some of them to come up here. In the meantime we 
had worked with the ROK office of planning to prepare a $628 million 
program on a broad-category basis but —— the precision and the 
detail which are necessary for us to really recommend something 
solidly to Washington. The technical i came up here and used 
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as a cuideline the program which had been prepared by the ROK 
office of planning anc then went over to the ministry. 
For example, the man who is in charge of power would go over to 


his counterpart in the ROK ministry. They would decide whether 
the amount of money was too low or too hich or whether we could 
do this project or we could do that one, and they would come up then 
with a collective judgment Now. the ‘re Were cases where the agree- 
ment was not achieved. In such an instance the procedure was for 


the technical people to report that difference of opinion, if it were 
an irreconcilable diffefence, back here to our planning people, who 
in turn took it up with the ROK office of planning, and the latter 
agency, the ROK agency, would perform the coordimating functions 
of bringing their ministries into line and as of the present moment 
I think we’re on the track; I don’t know of a case of disagreement. 
There may be 1 or 2 but, as I say, we’re cabling this program to 
Washington, | hope tomorrow 

Mr. Brownson. Somebody told us that there was a tendency for 
the ROK’s to hold off in their plans until ours were already in and 
made known and then come along a little bit later with their own 
proposal. Have you heard of this cahinion have you noticed it 
lately? 

Mr. Turner. I haven’t personally noticed it. That doesn’t mean 
it hasn’t existed. It could happen but I haven’t been in on some of 
those detailed discussions so I don’t know. 

Mr. Brownson. Do we have any authority, other than persuasion, 
to spur the ROK on to want to take the different programs we think 
are very important? 


Mr. Turner. Well, sir. I think the biggest single item of persua- 
sion is the fact that if a given project is not agreed to we are not in 
a position to finance it. As a rule that seems to iron out ‘the differ- 


ence very well. 

Mr. Mraper. Mr. Turner, let’s say the Koreans want to have a 
10,000-ton vessel, but we don’t believe that is a proper expenditure. 
How is that problem gy tall 

Mr. Turner. Well, if they want cargo vessels, and I understand 
that they do, we’re in this kind of position. There are two ways that 
the cargo vessels could be bought. One is through their own foreign 
exchange; the other is with some of the funding that is being made 
available under our aid program. In the latter case, if they want to 
buy cargo vessels with our money, there are several points at which 
we can check that intention on their part. The first point is in the 
composition of the total program, plus the detail which is currently 
being prepared. 

The second check point is In our request to Washington for what 
we call a procurement authorization. It’s the obligating docu- 
ment. Now at that point, even if it should slip through us, which 
I doubt would happen, the boys in Washington, I’m sure, would come 
cracking down and refuse an authorization for cargo vessels. So 
there are those two different checks. Now on the ROK side it’s 
somewhat different. We’re in the process of negotiating things out; 
I don’t pretend to be talking about something that Mr. Wood is 
thoroughly familiar with, but that represents more of a difficulty, 
but even so we’re working on procedures whereby we think that we 
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can get agreement in general at least on the utilization of their ex- 
change. I don’t want to really invade your territory there, Mr. Wood. 

Mr. Meaver. Well, now, in you processing and approval of these 
projects, is it determined in advance whether the title to the project 
will rest in the Government or will ultimately be turned over to 
private enterprise? 

Mr. Turner. As a general rule, we have this kind of procedure 
We issue what is known as a firm request. Now a firm request is a 
sort of project agreement signed by the ROK and signed by us. 
It spells out the commodities, usually including specifications but not 
always, and then the intended end use for justification. Now when 
it comes to the end use a determination can be made as to what the 
ultimate utilization of the commodity will be. Now take these 
freight cars for example, which we now have on order. In this instance 
we know that those freight cars will be used by the Korean National 
Railway. poe power equipment, there’s no question but what it 
will be utilized by the Korea Electric Power Company. 

Mr. Meaper. Whic ca is a government-owned enterprise? 

Mr. Turner. Yes, sir, that is right. The Government has nation- 
alized some of these ‘ten industries. Commodities are slightly 
different. For example, raw cotton is a case. We’ve brought over 
already $2,250,000 worth of raw cotton and, although the allocation 
to individual mills has not been determined in advance, nevertheless 
we did know how many mills there were, what kind of cotton they 
needed, and where they were to be allocated once the cotton arrived. 
So that kind of determniation is made in advance to a large degree. 

Mr. Meraper. I understand you’re going to build a new Plant 
a fertilizer plant or glass peat What is the policy of the agencies 
concerned with this in respect to private ques rship or public owner- 
ship of manufacturing facilities or mining facilities. 

Mr. Turner. Well, there’s no question about our inclinations and 
our desires on that point. We feel that we’re under an obligation to 
do everything we can to put the new facilities into private hands 
We think to an increasing degree that can be done; now General 
Coulter mentioned earlier this plan of having industrial loan funds. 
That’s one way in which these new facilities can find their way into 
nongovernment ownership. We’re up against a bit of problem 
here because of very little capital and also because traditionally 
the Korean Government has tended to nationalize, as the Japanese 
did before them, the major industries such as transportation and 
power, but we are very much aware of that problem, and it’s one that 
we want to lick. 

Mr. Woop. Mr. Meader, I think that the negotiations on that are 
largely at the moment my own personal responsibility. As I told 
the committee in our informal discussion yesterday afternoon, I had 
a very encouraging discussion with the President, himself, on the 
subject. At some later time perhaps I can go into this in more detail 
off the record. The fact is that the President has explicitly stated 
that he is fully persuaded of the superiority of private ownership, 
private enterprise. He and the Prime Minister stated to me that 
they are desirous of selling the present Government-owned property 
as rapidly as some capital can be put up by private industry and as 
soon as people can properly operate it. He has instructed the Prime 








ov) RELIEF AND REHABILITATION IN KOREA 


Minister to be sure that loans are made to such competent and repu- 
table people whenever they can be found to take over any of the 
present property. The problem arises from the fact that the Japanese 
owned so many of these business enterprises. They were then taken 
over by the United States military when we came in here, and they 
were then turned over to the Republic of Korea Government so there 
is a considerable hangover of public ownership here which I feel con- 
fident, from what I’ve seen, the ROK Government would wish to get 
into private hands as quickly as possible. We will talk with them 
and I think they will accept in most cases—about putting into private 
hands the new plants that are built such as this glass plant I was telling 
vou about vesterday being built by UNKRA, but, I can go into con- 
siderably more detail on that subject at another time if you would 
like to 

Mr. Méaper. I wonder, Mr. Chairman, if I might at this time also 
ask a question of the General. Is the policy in that regard the same 
in UNKRA as it is in FOA 

Mr. Woop. Absolutely, there is no difference in UNKRA and FOA 
in that respect 

Mr. Brownson. Thank you very much, Mr. Turner. 

Mir. Woop. Mr. Chairman, may | just comment on this discussion 
with respect to two questions. Mr. Turner is talking about the $628 
million program. I want to assure you that that is a planning pro- 
gram. We do not have the money for that in hand yet as T indicated 
earlier, and we are not making any commitments or placing any pro- 
curement orders at this stage of the game that imply that we are going 
to have that. So, you needn’t worry on that score even though we 
talked about a $628 million plan. 

Mr. Brownson. The time has come to change the tape. 

Mr. Woop. There is one other point which I am sure the committee 
would like some further discussion on at a later time. [’d like to do 
it in a smaller session than this if I may. The point I have in mind 
is a very pertinent question as to what we can do to prevent the 
Republic of Korea Government from using it’s own foreign exchange 
unwisely. That is a very knotty problem indeed, but I think we can 
accomplish a great deal in that direction, in fact we must. It is clear 
to me and I have made it clear to the Korean Government that it is 
not possible or right for the American taxpayer to spend his money 
in Korea for tone things that are needed for the Korean recovery 
without at the same time being assured that the resources of the 
Korean Government itself are wisely and economically spent and that 
we are and must be concerned with that. The United States and the 
Korean Governments as partners in the recovery program have such 
recipro¢ al obligations to each other. We've rot delicate questions of 
their sovereignty, of some previous experiences, and so on. I haven’t 
vot that entirely buttoned up yet, but that is my responsibility, and 
I’m working on it and I'd lik to tell the members of the committee 
in & private session, at a later time, exactly where we stand on that 
subject [ assure you it is being very, very carefully considered and 
we will and must solve that problem. 

Now are you hy sodag dl to go on with the power program, a briet 
sketch of that? If you are, I would like to call on Colonel Rafferty 
who is in —— re of the power program here. He was born in Ohio 
in 1905, educated in a pub lic high school and Purdue University; he 
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has had a great deal of experience in construction and design and has 
worked with power installations. He is doing a fine job here. VI 
ask Colonel Rafferty to talk to you now 

Colonel Rarrerry. Members of the House of Representatives, the 
power system in Korea in that part of Korea controlled by the ROK 
below the 38th parallel and the part controlled by the UNC above the 
38th parallel to the truce line was developed as an integral part of a 
much larger Japanese system. The original system extended up to 
and bevond the Yalu river into Manchuria. Prior to 1945, under the 
Japanese rule, most of the generating plants in Korea were located 
north of the 38th parallel. Industry in a large part was located up 
there also. Agriculture activities ee in the southern part 
of the country. In May 1948 the Communists stopped the further 
delivery of power from North Korea by the severing of power lines 
at the 38th parallel. To meet this situation the Economic Coopera- 
tion Administration sent 3 United States power barges and located 
the barges in the South Korean ports of Inchon, Masan, and Pusan 
to supplement the generation facilities and maintain voltage regulation 
at the extreme ends of the system. ‘I'wo of these barges are still 
located at Masan and Pusan and are still costing the United States 
taxpayers approximately $3 million annually to operate. These 
barges are scheduled to phase out on or about the 30th of June 1955 
as the development of the rest of the system progresses. One plant 
the Hwachon hydro plant, the largest hydroelectric plant available 
to the UNC in South Korea is located north of the 38th parallel, 
about 16 or 17 miles south of the truce line. This plant, when fully 
restored, is capable of generating about 81.000 kilowatts, that is 
a program in 1954 to restore from its present production of about 
27,000 to its final production of 81,000. Present problems and solu- 
tions for this power program are to rehabilitate and develop a system 
which is capable of generating and distributing a sufficient amount of 
power to meet the requirements of an expanding South Korean econ- 
omy from the 38th parallel to the south end of the peninsula and to 
support a proposed defense foree of 20 divisions To meet this prob- 
lem a power rehabilitation project financed by the United Nations 
Korean Reconstruction Agency from their 1953 appropriated funds in 
the amount of $3,604,740 is doing the bare minimum of restoration: 1 
hydro, 2 steam plants, a group of high tension transmission lines of 
154 and 66 kilovolt capacity together with certain other work on su! 
stations, particularly in the Seoul and Inchon area, Taegon and Sanju 
area, Masan and Pusan area and in addition repairing transmission 
lines to the south end which were damaged by guerrilla action That 
will enable the present system, which is now generating and carrying 


about 90,000 kilowatts to step up to 125,000 kilowatts, which is 


expected to be the demand by the end of this year. Twenty pe 
cent of the funds on that program has already been committed. For 


the future, the isolated condition of this system is enough to make 


the load requirements at the end of 4 to 5 years 225,000 kilowatts as 


calculated by the economic survey. This necessitates now that 
thorough study be made of the final requirements of the system 
It is planned to employ for this purpose, under contract, competent 


United States engineering firms, to determine the necessity for the 
final location, numbers and types of power plants, interconnecting 
transmission lines and substations. Based on previous engineering 
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surveys and a present analysis of how to better the requirements it is 
indicated that during the program, for the period 1954 to 1959 or a 
period of 5 years, an amount of approximately $95 million will be 
needed to give three new terminal plants totaling 50,000 kilowatts, 
one small hydro and possibly two larger size hydros in addition to 
rehabilitation of other sundry and hydroplants not completely covered 
in the 1953 program. At present, we visualize, however, planning of 
the major works can only be completed upon receipt of final load 
studies and recommendations of these engineering firms. This pro- 
gram, When carried through, will increase the production of the system 
to approximately 272,000 kilowatts capacity in an ordinary year as 
compared to an estimated amount of 225,000 for 1959. At the 
present there is a large difference between generation and consump- 
tion of about 40 percent in this system. This loss is about twice 
that now encountered in the United States, and is due to faulty 
facilities, lack of metering, and ability to render the necessary service. 
Rehabilitation of these lines and systems is estimated to total some 
15,000 kilowatts additional transmitting capacity. So far, the 
capacity of these plants as planned in the end will be 399,220 kilo- 
watts; however, Korea, it must be remembered, has definite coal 
reserves, and it has a definite deficiency in rainfall in the areas of 
desirable hydroconstruction. Now that part of this system must be 
balanced, and it is doubtful that the ratio percent of this power will 
ever be more than 68 percent as compared to a figure of 90 percent in 
the United States. This program has been planned and carefully 
agreed upon by the Foreign Operations Administration and the Re- 
public of Korea. Procurement of the machinery, equipraent and 
items for this program will be through agencies of the United Nations 
Command. Installation work in the field will be accomplished under 
the direction of skilled imported technicians employed by United 
States firms and aided by the workers of the Republic of Korea 
together with the assistance of a limited amount of available Korean 
electrical engineers. ‘The total electric power system for 1953 and the 
program for 1954 to 1959 represent an approximate investment of 
$98 million. 

Mr. Brownson. Colonel, how does this 272,400 kilowatt-hours 
of dependable capacity compare with the best estimate you worked 
out of the current consumption in this area prior to the war? 

Colonel Rarrerry. I do not have the figures at hand of the con- 
sumption prior to the war. I can provide them for you from other 
sources. They are not part of this briefing. 

Mr. Brownson. That would be an interesting point. The other 
thing, how does your planning take into consideration the possibility 
that at some future date Korea might possibly be unified again. 
What would be the effect of the capacity between the North and here 
if thrown in together with the capacity you are developing in South 
Korea. 

Colonel Rarrerry. It could be reduced sharply. Again in further- 
ance of this briefing, I have a small map not shown listing all of the 
capacities up to and including the Yalu plant. They are very large. 
They have their two systems up there comparable to our TVA. They 
generate between three-quarters of a million and a million apiece. 
What condition those plants are in, of course, after our Air Force 
worked them over, is more than I can say. Were they back in the 
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shape that they were in, say 1943, when the Japs began to have trouble 
with their maintenance, | would say that in South Korea we could 
drastically reduce our hydroplanning and we could drastically reduce 
our total planning of the Samchok area. We would only be required 
to put in a couple of new steam plants for voltage regulation at the 
extreme south end of the circuit. Now down in South Korea the 
topography while sharp and mountainous is not such that the river 
valleys develop a tremendous amount of hydrocapacity without the 
loss of a tremendous amount of arable land. The economic balance 
here in this geographically limited place is such that you’ve got to be 
careful where you take away land and how much water you impound 
and at the same time how much coal you draw on to the detriment of 
industry. Korea, in other words, is limited in many many ways 
not only geographically but in natural resources as well 

Mr. Mrapver. Does this program, Colonel Rafferty, take into 
account the demand of expanded industry and the increased consump- 
tion of electrical energy? 

Colonel Rarrerty. Yes, yes, it does This program has been cor- 
related with the industry section, the agriculture section, ports, 
transportation, and port development, and it has taken into account not 
only the increased needs in industry in kilowatis but the available 
amount of coal, and the available amount of river area in which hydro 
can be developed in an effort to balance it out within the possibilities 
both of economy and of natural resources. 

Mr. Mraper. If there’s any substantial adjustment then, of these 
other programs, you won’t necessarily adjust your electrical program 
accordingly. 

Colonel Rarrerty. On one of these consulting engineering firms 
from the United States, which we intend to employ, we are going to 
place upon it as part of its contract, the burden of the load study 
That load study is to bring out the necessity for final location, type, 
number of plants and their interconnecting transmission systems, or 
the lack of necessity. Based on the reports of a reputable first-class 
firm we will go into the complete phases of this program that’s a 
complete load study taking into account all economic matters 

Mr. Brownson. Mrs. St. George, do you have a question? 

Mrs. St. Georce. Yes, I wanted to ask you if the Republic of 
Korea is making any contributions toward this program, or is the pro- 
gram exclusively ours? 

Colonel Rarrerty. Yes, it is. We have one small hydro not 
shown which they are doing entirely on their own with the exception 
of certain verbal consultations that they ask for from time to time. 
It is a small plant, and not of a dependable size or capacity. Other- 
wise, their contribution to this program is that the FOA or UNKRA 
furnishes the funds so the procurement is done through UNC pro- 
curement agencies, transported through either the Army pipeline or 
private shipping and once it reaches Korea all charges in hwan are 
borne by the Republic of Korea—that includes stevedores, lighterage, 
transportation on the road, haulage up to the plant site, and the 
final labor, and any skilled Korean technical assistance that is given 
In other words, anything from the nationalists of this country is not 
charged in our dollar calculations. 

Mrs. St. Grorar. Then they make a considerable contribution 
over and above what we give 
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Colonel Rarrerty. They are making a considerable contribution. 
[ do not, however, wish to say over and above, in percentage terms. 
We figure that their contribution related to ours at the present rate 
of exchange is around one-half or a little less. They do make an 
additional contribution to our dollar in that any time we reach a short- 
age of any equipment, they build the dams and the powerhouses and 
set up the equipment and pick up the transmission. 

Mr. Brownson. Thank you very much. 

Mr. Woop. Before you leave, Colonel, will you check me on this. 
I believe vou told me that the program for this vear and a consider- 
able part, if not all of the program for the next year, would in any 
event be necessary even though Korea were reunited. 

Colonel Rarrertry. That is correct. The plan that we have, the 
items for the program in 1954, include continued rehabilitation, par- 
ticularly of the plants in the Seoul area, the Yongwol thermal plant 
which I believe the committee is to visit and the Machari coal mine 
and those are related to the transmission system which we did not 
include in the 1953 program. The 1953 program, Mr. Wood, was 
only sufficient to put the system back on it’s feet—not to put it in 
any sort of a real sound or long-term running condition. 

Mr. Woop. Then, we should have some idea before we even think 
of putting in plants that might not be necessary if unification took 
place, as to whether the peace conferences and other developments 
show any prospects of or any near prospects of such an outcome. 1 
think it could be said that there is no prospective waste in the immedi- 
ate plans for this and the coming vear whatever that outcome may be. 

Colonel Rarrerry. This program envisions, of course, that there 
would never be anything but peace in the future. 

Mr. Woop. Does that map show the committee where you will take 
the trip on Thursday as planned? 

Colonel Rarrerty. The Yongwol plant, the Machari coal mines, 
and the San Dong mines up here not shown on the map. 

Mr. Mraper. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Merapgr. Colonel Rafferty, in this construction program is 
anything being done to develop technically trained people for main- 
tenance and operation. 

Colonel Rarrerry. The Japanese held the positions of trust in 
Korea. They were policemen on the streets, firemen in the firehouses, 
the bank clerks, the school superintendents, the school teachers, the 
provincial officials, and so on. Seldom would you find a Korean who 
even occupied a position of importance as we are briefed over here 
from time to time. Word comes to us that some few Koreans were 
educated in the United States during the Japanese regime and that 
some few electrical engineers were educated in Japan; however, the 
number of those individuals who hold positions of trust is extremely 
limited. In the electrical field, I believe, there are less than two 
dozen. The amount who is in this particular type of construction 
work on the dams and the powerhouses is less than a dozen today. 
Consequently, in that particular field, when the power companies 
spread out those particular individuals through their organizations, 
there aren’t many of them left to work on any one individual subject. 
They do have a number of younger plant managers under 40 vears of 
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age who are quite capable, but they are limited only to their own 
plants. Now in this program we have a contemplation of getting 
each United States consulting engineering firm, as part of its contract, 
to provide an operating and a maintenance man. These people are 
deficient in their ability and their understanding of preventive and 
periodic maintenance. They do not understand it, unless they’ve had 
long experience with it. 

Mr. Mraper. Are the schools and universities set up to give train- 
ing in electrical engineering? 

Colonel Rarrerty. Not at this time, sir. There was in Seoul at 
the northeast corner of town an agricultural and electrical engineering 
institute which is now occupied by an engineers unit. | don’t 
know of any technical schools in Korea today, sir 

Mr. Mraper. Thank you very much, sir. 

Mr. Woop. Well, Mr. Chairman, if you are willing to continue 
your labor. 

Mr. Brownson. I would suggest that you present the gentleman 
about whom we conferred earlier since he finds it impossible to be 
with us tomorrow. 

Mr. Woop. I see; that is Colonel Pappas, who is in charge of public 
health activity. 

Mr. Brownson. I think probably you can present Colonel Pappas 
and that probably will be the last one 

Mr. Woop. We have one 5-minute presentation on mining. We 
can perhaps do that. Well, let’s see how we come along in the case of 
Colonel Pappas. He was born in Manchester, N. H. He is a grad- 
uate of Harvard College, and many other important colleges and is in 
charge of our public health, Colonel Pappas. 

Colonel Pappas. Mr. Chairman, General Case indicated that the 
United Nations Civil Assistance Command, organized in the fall, of 
1950, had the mission of preventing disease, starvation, and unrest, 
and implied that UNCACK accomplished all this. On the reorgani- 
zation of the United Nations Civil Assistance Command into the 
Korea Civil Assistance Command, on looking back reflectively and 
from the public health point of view, it can be said that not only did 
UNCACK accomplish its mission but it accomplished it in a manner 
which has been one of the medical miracles of the century. General 
Case gave you a brief review of some of the accomplishments in the 
health field. I shall not present charts of accomplishments because 
of lack of time except perhaps one or two quick ones. 
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Exurpit 15A. CHart [ypHorp IN KorEA, NUMBER OF CASES AND D®RATHS 
1951-53 
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Exuil 15C. SMatipox in Korea, NUMBER OF Cas AND Dearus, 1951-53 
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Exui 15D. Jap B Exckpnatitis In Korea, NUMBER OF CASES AND DEATHS, 


1949-53 
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Let us take the example of typhoid with 75,000 patients and 8,859 
deaths in 1951 In 1952 vou see the decrease to 3,000 patients with 
300-odd deaths and 1953 does not project for the full year more than 
1,600 cases. The same situation applies to all the major epidemic com- 
municable diseases that we have had here in the past, such as typhus, 
smallpox, dysentery, ete. There is something else that is significant 
in this chart; notice the decrease in the death rate in typhoid from 
12 percent in 1951 to 10 percent in 1952 and 5 percent in 1958. 
This was accomplished as a result of CRIK assisted improvements 
in the medical services of the country. Before I go on to the medical 
services aspects, I should like to mention a few facts about the pre- 
vention of typhoid 

The decrease in typhoid was accomplished by 27 million typhoid 
immunizations to date, plus health education, since typhoid is a 
food and waterborne disease by control of water supplies and stress 


on programs of food sanitation. But to come back to the matter of 
medical services as distinct from public health measures for the 
prevention of disease. In the past 3 years the hospitals were equipped 


to a minimum degree and rehabilitated very very minimally, but 
enough to carry on medical service to the point where we now have 
Q4 hospitals with about 10.500 beds averaging close to 8.000 
patients a day Since 1952 there were established 537 dispensaries 
to render local medical care in the provinces They run, as 
the General has indicated earlier, in the range of 11 million outpatient 


treatments per vear. Now, I want to state the fact that all this was 
done as an emergency measure in putting out fires, and no extensive 
rehabilitation or reconstruction was accomplished In terms of money 


this total program has not exceeded $20 million. In the past year, 
preceding the organization of KCAC, we have undertaken the program 
of laving the foundation of a broad comprehenisve medical service for 
this country. With the organization of KCAC and the plans for 
the rehabilitation of South Korea, this program, of course, has picked 
up tremendously. We are planning for fiscal vear 1954 from FOA 
funds the rehabilitation of 1 medical school, dental school, nursery 
and other schools, 3 quarantine stations, 17 health centers, and several 
othe major institutions 

Since June of this vear we have had the success of having established 
a school of public health, the first school of public health in Korea, and 
I might also add that the one reconstruction measure that has been 
backed by UNKRA has been starting the rehabilitation of Taegu 
Medical School and its hospital. There is one other comment I 
wanted to make and that is I am here in uniform. I am the only 
American Army officer, and the only American doctor in our public 
health section. All my staff has been U. N. personnel from UNKRA, 
and much of the credit for our accomplishments of the past is the 
result of their efforts. Mr. Wood indicated earlier that in terms of 
programs which have long-range applications, as certainly public 
health has, those belong more appropriately to UNKRA rather than 
to KCAC Because of appreciation of this fact we are working very 
closely with UNKRA, not only because of the long-range implica- 
tions but so that the KCAC public health office may maintain con- 
tinuity in case UNKRA personnel have to pick up that continuity 
in the future. There is a third reason. That is that public health 
has an appeal which may lead U. N. member nations to contributing 
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significant amounts to UNKRA for the rehabilitation of Korea. So 
actually it’s a venture in spite of the fact that it appears as if it isa 
departmentized situation. Any questions? 

Mr. sROW NSON Mrs st George. have you rot any questions? 

Mrs. St. Grorce. Colonel have you got any nurses training here? 

Colonel PAPPAS Ma’am, that is one of two programs that we have 
been testing here very emphatically. I’m very pleased to say that 
we have 17 nurses’ schools and as a matter of fact, I’m ashamed to 
say that the association of nurses is professionally on the way 

Mrs. St. GEora! You mean among the Koreans? 

Colonel Pappas. Among the Koreans thev relate very, very closely 
Unfortunately there is still the cultural problem here of considering 
a nurse not quite as a professional person but more or less as a menial 
and that is true of womanhood in general 

Mr. Brownson. Thank you very much 

Mr, Woop. Mr. Chairman are you ready to adjourn or shall we go 
on. Iam at your service 

Mr BROWNSON We will be clad to hear about mining and then 
our time will be up 

Mr. Woop. Very good; Mr. Paulen, ladies and gentlemen, is one of 
the important assets that has been contributed to this program by 
one member of the United Nations other than the United States. He 
is a Dutchman. He was born in the Netherlands in 1902. He is a 
graduate mining engineer from Delft Technical University in Holland 
He has spent much time in the Netherlands State Mines as the plan- 
ning engineer. He has been in Canada with geologists who were 
surveying gold, mines and has had very broad experience in the mining 
field. Mr. Paulen will limit himself to 5 minutes, by agreement, on 
the subject of mining in Korea. 

Mr. Pauten. Mr. President, Mrs. St. George, gentlemen, mining 
in South Korea can be put under two headings. Coal mining and 
metallic and nonmetallic mining. I first start with coal. The crust 
and movements have all but destroyed whatever coal deposits were in 
Korea. What is left in Korea is along the line running from the 
Samchok area down to the southwest corner of Korea in 6 irregular 
ledges of thickness varying from 50 feet to some inches. Mining 
these irregular ledges is very difficult and it costs more for ore mining 
methods than for the usual coal-mining methods. Also the irregu- 
larity of these seams make it necessary to have a lot of development 
work, more so than in other regular coal mining. The coal is of very 
poor quality. The percentage of volatile coal runs from 6 percent to 
about zero which is very poor. The crusting movements are respon- 
sible for the fact that the coal is very dusty and only a small percentage 
of lumps and nuts is available. The value of this coal is very small. 
Only 60 to 70 percent is normal anthracite. This may give you a 
glum picture of the coal situation. This coal is mined by a Govern- 
ment agency called Dai Han Coal Corp. and by several small private 
companies. The latter accounts for about 10 percent of total 
production. 

Mr. Brownson. How do you spell that coal corporation, Mr. 
Paulsen, for the record? 

Mr. Pauten. D-a-i H-a-n C-o-a-l C-o-r-p 

Mr. Brownson. Thank you, sir. 








62 RELIEF AND REHABILITATION IN KOREA 


Mr. Pauten. This figure gives you an idea of the coal production 
of South Korea starting in 1938. Coal production on a regular scale 


started around 1930 and was taken up by the Japanese, In the vear 
1938 about 250.000 tons were mined It went up to the highest point 
during the war that of 1.4 million tons in 1944. Then there was a 


large drop owing to the fact that the coal mining was almost stopped 
when the Japanese went out of this country. It dropped all the way 
to about 200,000 tons; it went up again to over 1 million tons by the 
aid of military government and ECA. The invasion made another 


drop until under 200,000 tons were mined and then with the aid of 
CRIK supplies, KCAC, UNKRA, and also by the fact that the Dai 
Hi; Coal Cor] was reore anized and had some very energetic young 
mining engineers at the top of the management positions of the mines, 
the productior is raised again. Now from here on let us think what 
we plan to proauce 1 Korea You think that this is a lot of wishful 
{ king but actually this can be achieved. What is needed is a good 
dvisory firm, which the UNKRA program provides, to advise the 


1 


Korean Government agency on modern methods, and also to advise 


UNKRA about the material that is needed to reinstate this coal 
production. ‘This top is set at 3 million tons per year, and I think 
this is the absolute maximum that Korea will be able to produce so bear 
this in mind—three million tons per vear of poor quality coal. That 
is all that will be available irom the resources of Korea. As for coal 


consumption, there are various estimates, but as a mining engineer 
we have no worry about it because the production will always be 
lower than the demand so for the mining engineer there is only one 
rule and that is dig as much coal as you can. Coal reserves vary 
widely in the various calculations. An amount of 30 million tons of 
probable reserve is a fair estimate. The second rule for the Korean coal- 
industry program in this case is a program of development and exca- 
vation to reduce the waste at the mines operating now and to find 
new fields for exploitation. 

To add to our difficulties this country has only a few trained mining 
engineers, SO outside engineer support 1s badly needed. As I said be- 
fore, the UNKRA program provides for a managing firm familiar 
with the latest technical possibilities of this difficult way of mining, 
and also the UNKRA program provides for international stock in coal 
mining in an attempt to increase production. As coal is one of the 
bases of industrial activity, we believe this program should be given the 
hiohs Si possible priority In the basic program for Korea. Now | will 


Say son th ng about peat Peat Isa substitute for coal for household 
purposes. The estimate for fuel for household purposes runs as high 
as 6 million tons of anthracite equivalent. This cannot be met by 


coal production so the result is that South Korea forests are denuded 
‘ + 


for firewood at a rate, that within a period of 15 years, and I guess 
vou'll have to hear that from Mr. Kramer, maybe tomorrow, there 


will be no forests left over here. This is a very serious problem. Re- 
centhy UNKRA brought into this country several peat-cutting ma- 
which have been distributed in these various fields and are oper- 


ight now The peat program right now is well under way and 
ht be stated, as Mr. Wood has already stated, that there is a 
close cooperation between KCAC and UNKRA, especially on this 
project UNKRA trucks have not vet arrived and so we are hauling 
peat now by UNKRA engineers with KCAC trucks that are very fine 
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machines. UNKRA’s 1954 program provides for the extension of peat 


production up to 500,000 tons per year. That is possible within a 
couple of years if the UNKRA’s 1954 program was to be put into opera- 
tion as planned. As for lignite, there is very little lignite left. A lot of 


lignite was taken out in the Japanese occupation, but Mr. Bennet 
has made an investigation of lignite fields and his reports are that 
they are of a very poor quality so another investigation may be made, 
but we don’t think that lionite will be a cood substitute for coal for 
household purposes. 

[ will now say something about metal and nonmetallic mining. 
Scientific exploration and regular production of the most valuable 
minerals and ore were intiated again in the early 1930's by the Japan- 
ese. Numerous mines ranging from fairly big mines to little output 
workings all over the country to an extent of about 3,000, we have been 
able to locate. These maps will give you just a short view of the 
spread of all the ore mines and also of the various minerals that appear 


in South Korea This is tungsten and silica All those black dots 
are tunesten, and those triangles are silica You see it all over the 
country, and some new mines are here in the middle This is 


cold and silver and again you see all those black spots are mines that 
are 1n operation or have be nh in ope ration and are mines that can be 
worked On. This is eraphite, co alt, and copper There is amorphous 
graphite, and there is crystalline graphite. Both have a vi ry cood 


market, especially in Japan. There are crystalline graphite and 
amorphous graphite all over. You see here lead in general occurs 
especially around the Sanchook area Fluorite and various other 
minerals also are in the vicinity. This proves that there is a wide 


variety of minerals, and they are very widespread in Korea. The 
most important minerals are tungsten, gold, and graphite, and to give 
you an idea about the importance of the metal mining, the estimate 
of foreign currency earnings essential is up to $40 million a year. 
Of this amount tungsten is by far the most important mineral. Pro- 
duction value was as high as $18 million up to September 1, 1953, 
for the year 1953. Besides the two large producers, the Sang Dong 
and Dalsung mines, there are numerous small mines, the development 
of which may increase the tungsten production substantially Gold 
production was valued in 1952 at $1 million. A current survey of the 
gold-mining industry on the long-term program for gold mining re- 
habilitation could raise this figure to $10 million a yea Owing to 
the invasion, most of these mines are devastated. Most of the tun- 
nels are caved in and almost all the equipment has been taken away, 
destroyed or rendered useless Now what can we do to rehabilitate 
this mining? 

In the first place, claims must be registered or given out to capable 
producers; mines must be classified aceording to their foreien cul rency 
earnings capacity. Support must be given in the way of services and 
new equipment to the most sound projects. Korean personnel must 
be trained to be able to take up positions as engineers, mine and 
mill superintend¢ nts There are but a few trained ore mining experts 
in this country. UNKRA’s 1953 and 1954 program 1 cludes the 
construction of a laboratory in Taegon, which we hope will be ope ned 
at the end of the year and which will be the center of research, 
exploration and development of the ore-mining industry as well as 
a training center for Korean technicians. A school metal mine will 
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train Koreans in the actual mining technique. A mine-loan fund 
will be able to give financ'al aid to small-mining operations. <A 
number ol present deposits will be explored by extensive drilling; 
thus the deposits can be put imto operation much quicker than 
other mines because it’s very easy to get atl the ore deposits. 
Various other ore deposits will have to be explored and evaluated 
and advice will have to be given to private operators, and equipment 
will be procured if the investigation will justify such; $2 million, in 
953 and $8 million in 1954 are involved in the program of the mining 
division Mine rehabilitation cannot be achieved in a period of 
months It calls for planning ahead several vears for a detailed 
2-vear plan and a constructive 5-year plan. However, a stabilized 
mining industry in this country with so few export possibilities beside 
mining products must be considered as a cornerstone of a sound 
Korean economy 

Mr. Brownson. Thank you very much, Mr. Paulen. I would 
appreciate one thing if you would get for us for presentation to the 
members of the committee in memo form a total record of the tungsten 
that is taken from the Sang Dong mine. 

The subcommittee was furnished the following memo:) 


Exuipit 16 MEMORANDUM RE TUNGSTEN PRopUCTION FIGURES, SouTH KOREA 


HEADQUARTERS Korea Crivit AssIsTANCE COMMAND, 
APO 99, October 14, 1958. 
Memorandum for: The Brownson Subcommittee. 


Subject: Tungsten Production Figures South Korea 


TUNGSTEN PRODUCTION FIGURES SOUTH KOREA 


Tungsten production figures are given in term of WO, (tungsten oxide) concen- 
trate Figures ip to 1925 are given in ‘“‘run of mine’’ WO. concentrates Owing 
to inadequate milling facilities percentages of pure WO, in these concentrates were 
low. 

To be able to compare these concentrates with present figures they have been 
recalculated on a 60-percent WQOs basis 

Value of 1 metric ton of 60-pr reent WO, concentrate is $4,000. 





Production figures tungsten concentrates— South Korea and Sang Dong mine—metric 
tons 60 percent WO, 


S Do Sang Dong 
Potal 
1 mine 
9 2 43 12 
1928 iestionabl 51 138 200 
1929 § 1939 450 
LY 4 1940 700 0 
3 194] 1, 882 216 
1932 2 1942 2, 822 636 
193 3 1943 4,145 1,515 
1034 31 1944 5, 838 2, 098 
1935 137 1945 2, 057 790 
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Production figures tungsten concentrate total South Korea and Sang Dong mane n 


metric tons of 60 pe ent WO 
' f 
ly 
? i Ss | 
D 
44 
46 424 424 
194 9 ys 
148 { 4e 
1949 { 
0) x0) 1 
] } 44 
l SY {8 
j lar 42 } 
k ruary 1 121 1 
March 19. 4) 1 5 t 2 4, 23 
, Ar 153 () i 6, GO 4, Sf 
May 19 04 4, 464 
Jur ) 7 & 
Ju 5 x § ® 
Augt ) t 1,31 i4 
Est ) 20K 
« 
I yong 19 ] 


Homer Cast 
Brigadier General, USA. 


Commanding 


Lieutenant General CouLTrErR May I make Just one comment? 

Mr. JoHNson. Yes, indeed 

Lieutenant General Couutrer. During the war Denmark asked Ger- 
many for fuel and the Germans told them to dig it so they had to turn 
to peat We have with us, in Korea today, one of the peat experts of 
Denmark who worked in the peat fields, developing the peat produc- 
tion to a Maximum as a substitute for coal. 

Mr. Mraper. Mr. Chairman, may I ask Mr. Paulen a few ques- 
tions? 

Mr. Brownson. Yes indeed Mr. Meader 

Mr. Meaper. Mr. Paulen, isn’t mining the most likelv field to be 
attractive to private capital investment? 

Mr. PAULEN. Yes, sir, verv much so 

Mr. Meaper. Are there any explorations by private enterprises? 

Mr. PauLen. We have very many though they are small mines 
The Government owns all the mines, but it gives out the right of 
mining 

Mr. Mraper. I’m thinking of non-Koreans. Are they at all in- 

. terested in developing mineral deposits? 

Mr. Pauuten. Not that I know of. Only individual Koreans. As 

a matter of fact, every day there are prospectors coming into our office 


: for advice and if we had a lot of geologists we could give them a lot of 
: our advice, but it is impossible for just 5 or 6 men to go over all 
these mines in the vast territory. We feel a little bit perturbed 

i about it, but I think we can manage all right if we, with the help of 
the Government, can investigate some of these mines and put them 

; on an evaluated basis. As you know, all the mines were destitute after 
' the Japanese left, but the Government is quite willing to sell or give 
out mining rights to individuals who like to take a chance on these 

mines. This is going on now with our help and with the Government 
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Mr. Woop. Will you tell Mr. Meader why it is that foreign capital 
would not be interested in coming in here and developing mines and 
providing the know how and so forth? 

Mr. Pavten. That’s a very difficult question sir. In the first place, 
mining is a chance and I[ don’t know whether under present conditions 
a miner with capital would take a chance. Now that is one of the 
main reasons why I[ don’t think foreign capital would be interested 


in coming in. In the second place, it is very difficult to get to these 
mines. <A trip to some of these mines will take you 2 or 3 days in a 
jeep over very terrible roads. You may see that tomorrow. ‘Trans- 


portation difficulties are very, verv large. I think for the time 
being it will be a question of local people producing ore mining, but 
maybe at a later stage, because this country is just full of ore that 
hasn’t been touched, South Korea will see a great development of 
ore mining. 

Mr. Brownson. Thank you very much, Mr. Paulen. Thank you, 
Mr. Wood. The committee will now adjourn until 9 tomorrow morn- 
ing after the inspection trip to the housing units at 8 when we will 
meet again I believe in this room. 

Mr. Woop. We'll meet here at 9 Thank you, you’ve been a very 
patient audience 

(The meeting adjourned at 5:45 p. mM. 
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WEDNESDAY, OCTOBER 14, 1953 


House oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Seoul, Korea. 

The subcommittee met, pursuant to call, at 9:18 a. m., at the 
Office of the United Nations Command Economic Coordinator, Seoul, 
Korea, Hon. Charles B. Brownson (chairman of the subcommittee) 
presiding. In addition to the chairman, Congressman George Meader 
and Congresswoman Katharine St. George were present. 

Also present: Maurice J. Mountain, staff director, and Edward C. 
Kennelly, counsel of the subcommittee, and Belton O. Bryan, State 
Department escort officer. 


FURTHER STATEMENT OF C. TYLER WOOD, UNITED NATIONS 
COMMAND ECONOMIC COORDINATOR; ACCOMPANIED BY DR. 
HUGO KRAEMER, FORESTRIES SECTION, AGRICULTURE DIVI- 
SION, UNITED NATIONS KOREA RECONSTRUCTION AGENCY; 
LT. GEN. JOHN B. COULTER, AGENT GENERAL, UNITED NATIONS 
KOREA RECONSTRUCTION AGENCY; BURLIN HAMER, CHIEF, 
AGRICULTURE AND FORESTRY BRANCH, KOREA CIVIL AS- 
SISTANCE COMMAND; BRIG. GEN. HOMER CASE, COMMANDING 
GENERAL, KOREA CIVIL ASSISTANCE COMMAND; SOLOMON 
CHAFKIN, TREASURY REPRESENTATIVE, OFFICE OF THE UNITED 
NATIONS COMMAND ECONOMIC COORDINATOR; RALPH JEP- 
SON, RAILROAD OPERATIONS SPECIALIST, KOREA CIVIL 
ASSISTANCE COMMAND; COL. CARL E. GREEN, DIRECTOR, 
SUPPLY DIVISION, KOREA CIVIL ASSISTANCE COMMAND; 
AND LT. COL. L. A. NELSON, ASSISTANT CHIEF, MOVEMENTS 
CONTROL, KOREAN COMMUNICATIONS ZONE 


Mr. Woop. Are you ready to proceed, Mr. Chairman? 

Mr. Brownson. The meeting of the International Operations Sub- 
committee of the House Committee on Government Operations will 
come to order. This morning we are going to hear from several 
individuals in specialized fields of activity. Mr. Wood, in each of 
these categories of mining, agriculture, commerce, and so forth, | 
wish you would ask your people to try to establish for our record, the 
extent to which experts within the United States Government depart- 
ments are now being used. One of the areas in which this committee 
is very interested is the area of cooperation of our Government agencies 
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in their overseas operations If you people could just tell us first, for 
instance in the field of agriculture, the extent to which other agencies 
from those actually represented here have cooperated in this program, 
it would help us a great deal 

Mr. Woop. Good. Generally, I may say on that subject, Mr. 
Chairman, that there is very considerable use of the United States 
Government departments and agencies in the recruiting of the people 
required for technical positions. We, of course, use the Government 
procuring departments like the General Services Agency, the Depart- 
ment of the Army, and the Department of Agriculture. Generally, 
I can say that each of the individuals can cover, in detail, the various 
pots of cooperation help, and assistance that come from these 


agencies If you please, Mr. Chairman and members of the com- 
mittee, we will talk first this morniug concerning the forestry problem 
and what we are trving to do about it in Korea Dr Kraemer is 
the head of the Forestry Division. He has had long experience in 
forestry He went to the New York State Ranger School of the 
New York State College of Forestry. He also studied forestry at 
the University of Idaho, and he took post-graduate degrees at 
Harvard and Yale In) hy s ceneral field. He has done practical work 
in forestry, and he has also done research and teaching at Yale, at 
Michigan State College, and also at Purdue University He is a man 


of long experience and great talent in this field. Dr. Kraemer will 
now tell you about the forestry problem 

Ir. Brownson. Mr. Wood, | must admit that there is some 
yrejudice in favor of your experts when you mention Purdue 

Mr. Woop. Mr. Chairman, I did that without malice aforethought. 

Dr. Krarmer. Mr. Chairman, members of the committee, I have 
some reputation back in the States as an incurable optimist, but, 
out here in Korea, | find myself in the peculiar position of being a 
prophet of doom and you know what I mean when you see these bare 
hills of Korea. In the forestry field, however, | have some compensa- 
tion in feeling that if | predict doom and destruction often enough and 
if we all work hard enough, the destruction and doom I’m predicting 
will never come to pass. I might say that it is quite difficult to con- 
dense the forestry problems of Korea, or of any country for that mat- 
ter, into 5 minutes—but I will do my best 

Mr Brow NSON In that connection, of course, we will he very 
happy to have a more lengthy dissertation from you for inclusion in 
the records. We set that 5 minutes in order that the members might 
ask questions concerning your subject. We will be very happy to 
have additional material That goes for anyone that speaks this 
aiternoon 


\dditional information furnished the subcommittee is as follows:) 


EXHIBIT 17 


FoRESTRY PRoGRAM, UNKRA, FiscaLt Year 1953-54 


PRESENT CONDITIONS 


According to the best figures available, South Korea contains about 6,469,000 
chungbo (about 15,900,000 acres) of forest land which is 73 percent of the total 
land area. The population is estimated at about 21 million which results in a 
forest area of only 0.31 chungbo (0.76 acres) per capita This is very low, as it is 


usually considered, in western countries, that from 2 to 3 acres of productive 
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consu'ning a larger proportion of the budget each vear, due 
destruction is progressing at a more rapid rate than effective control measures 


the conditions which cause 





It would be much easier and less expensive to preve 
erosion than to carry on the control work after is has started 

Like many other countries, the wood-using industry has been built up to a 
point where its capacity is far in excess of the domestic supply of raw material 
and ample to handle any logical volume of log Imports There are probably 
about 1,000 sawmills in South Korea, but the majority are very small The total 
productive capacity is not known at this time but the total for 42 of the principal 
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’ re rted as 258,975 cubic meters (about 120 million board-feet) of lumber 
per yeal It ould take about 432,000 cubic meters of logs to produce this 
volume of ber iF evident that no additional s¢ ill capacity is needed 

ne rehal ation of the principal mills in ports and on main rail lines is 
needed t« re efficient pr ction and improve quality of product. 

There are plywood n Trac Taegu, Kunsan and Pusan and their total 
productive capacit about 1.3 million “pieces”? of plywood (each piece 3 by 6 
feet | ( or about 7,000 bie meters of plywood per year. About 11,580 
c ec meters of logs would be re¢ ired to vield this volume of plywood Plywood 
plant capacit adequate to meet the needs No additional capacity is needed, 

t some rehabilitation and additional equipment, such as small veneer dryers, 
we 1 add to production and to qualitv of product 

Before the invasion there were 15 paper mills, but only 2 or 3 of these are now 
operating Only one manufactured pulp. 

There ne large pressure preservation plant at Pusan It can process long 
poles and has a capacity of about 700,000 railroad ties. There are also 1 or 2 
smaller plant 

feseal n forestry has been carried on at the central forest experiment station 
in Se and at the branch stations on the experimental forests This station 
Was severe damaged by the fighting in the Seoul area and all equipment and 

records were destrove 

Educat forestry i rried on at several institutions, but the oldest and 
strongest is the department of forestrv of Seoul National University located in 
the College of Agriculture and Forestry at Suwon Buildings were damaged and 
é t lost or destroyed during the war. The present faculty is inadequate 
to meet student needs 

Adn stration of forest land is theoretically adequate but in practice it leaves 
much to be desired The Bureau of Forestry and the provincial organizations 
lack fle ty and are hampered by political considerations. The various classes 
of land are in small parcels which makes administration difficult The technical 
etafl t hig trai 1 

Forest extension as such does not exist There is no regular method of getting 


knowledge of proper forestry techniques out to the local officials and landowners. 
This is the situation in the field of forestry in the Republic of Korea in greatly 





mplified form There are many additional facets to the problem, some of 
which are unfavorable and add to its complexity. There are also several favor- 
able factors, such as the large percentage of land area available for timber produc- 


tion and the fact that the principal species, red pine (Pinus densiflora), has a wide 
variety of uses, reproduces easily and makes fairly good growth even on poor 


The solution to the problem of the forest resources of Korea is basic to any 
yng-range program in the country for it has direct effects upon power, irrigation, 


fuel, food ] luction, and many other main elements of economic life. If the 
destruction of forests and forest land continues, all the money and effort in recon- 
struction W be lost in the long run The presence of well-stocked forests on 


the 73 percent of the land area could be the foundation of a prosperous economy. 
The absence of fore cover on these hills will cause the permanent destruction 
I asic economic values and the country will not be able to support the popula- 
on regardless of any amounts spent in reconstruction. 





OBJECTIVES OF THE PROGRAM 


The basic objectives of the UNKRA forestry program are 
l To slow down the destruction of the forests and forest land. 


2. To improve the management of forests and forest land. 


Since the principal drain on the remaining timber of South Korea is for fuel for 





Iter te fuels must be made available for this purpose in suff cient 
efore population pressure on the forests can be removed Thus far, 
( latior ; failed, for no provisions have been made to provide 
: el I rod ‘ nd use should t l ( ed n ich as possible. 
re produc yn of domest anthracite cos hould be allotted to urban 
i 3 . . 
: that needed f thermai-electric pl ts adjace nt to coal mines. 
The balance of urban home fuel needs should be met with imported coal and oil. 


At pres¢ dustrial ls, this would require a total annual import of 2.9 million 





fer 
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tons of anthracite equivalent in the form of bituminous coal and oil. \dditional 
industry would require additional imports or hy dropower to meet its power needs, 
This plan would largely leave the rural population without alternate fuels but the 
difficulties of distribution make it advisable to limit use of alternate fuels to urban 
famliles this time 

\s soon as adequate supplies of peat, oil, and coal briauetting equipment are 

ailable in the main ¢ les, then the a rnment should take e mplet« steps to 
cut off pplies of wood d other forest f iels from moving into the urban areas 
But til these alter ailable at reasonable prices, all attempts at 


be doomed to failure. 





control of illegel forest 


The Government should reassign the duties of its Ministries and Bureaus and 
see to it that their activities are limited to the functions assigned Research 
people are planning to give training courses and college faculties are bent on 
conducting researct Che national police and the army are in the wood business 
and the national police is getting out ‘‘conservation”’ and “‘keep green’”’ propaganda 
while conducti illegal transports and sale of forest product Legislation re- 
latir to the ¢ ervation of forests and forestland resources need review and 
enfor 1 Cy eral public education regarding the need for forest conservation 
is badlv needed, and tl could be esrried out in conjunction with the establish 


ment of communit forests to pro ide watershed protection and forest products 


In fiseal year 1953, 870 bie, eles were provided for the use of forest guards, the 
purchase of 35 milli trees from private nursery men was financed, the reconstrue- 
tion of the Central Forest Experiment Sistion was started d directed technical 
assistan S give > the depart nt of forestry of Seoul National University 


tI ~ f the ¢ er l the t I ne bp ec objective na it ll be 
necessarv to } e the full cooperation of other D ions of UNKRA If success- 
ful, adequate fuel for home use combined with public education and rigidly en- 
forced restrictions on removal, transportation, and use of forest fuels will slow 
dov Lin tir I rse the present trond of destructior 

Direct aid must be s 0 forest 2dministrat education, researcn, ¢ lon, 
and wood-using industries It. is planned to carry on rehabilitation of | dings 
and eauipment in the fields of education, research and wood-using industries; to 
provide instruments tools, and equipment for administration, education, research, 
and extension: and to provide direct technical assistance to administration, edu- 
cation, research, and ext ior 


In addition to direct aid to the fields of forestry, it will be necessary to ir port 
sufficient volumes of sawlogs and peeler logs to provide the principal mills located 
n ports and on main rail lines with raw materials to operate in order to produce 





the products needed in reconstruction. This would require about 53 million 
board-feet of sawlogs and peeler logs per year. Wood-using industry as well as 
the raw materials used by it, must be placed under the forestry program as 
they are logically a part of it and cannot be divorced from resources in a coordi 
nated program. It is particularly important that the imported logs be allocated 
directly to the wood-using industry mills by the importing agenc 


ORGANIZATION AND PERSONNEL REQUIREMENTS 


Because of the importance of the forest-resources problem in the Republic of 


Korea and in the interest of efficienc,s of operation, forestrv should be given 














immediate status of a top-priority activity with adequate staff 

It is becoming increasingly evident that in forestry, as in many other fields, 
Koreans are willing to work and to learn, but they lack technical knowledge and 
trained leadership. Several previous reports on forestry in Korea have stressed 
this need, and recommended technical assistance. The government has made 
a direct, request for technical assistance in this field. If UNKRA is merely to 
serve as a mechanism for the importation of goods and materials and the con- 
struction of physical plants of various kinds, we will fa objective—the 
reconst! iction of Korea No institution, regardless of e, is complete 


and ready to function when it has buildings and other ph juipment alone. 
It must also have efficient administration, a competent st 

then the unit is complete. Our objective will not be attained unless we follow 
through with technical assistance and see to it that each institution, organization, 
or activity that receives our aid, also has aid in developing the proper adminis- 
tration, trained staff and high morale. This will require additional international 


staff. 





high morale 
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One man alone cannot do a plete job for forestry in Korea The total 
staff needed to do a proper job in this field is as follows 
1. Chief. D sion of re 
2. secretai or stenograpl 
. § ad ra flicer 
1. Fo t education office 
5. Forest research offi 
6. Forest extension o ( 
7. Ki provincial fe 
s Korea tec! ica i { { IK i 
9, Korean translato terp eC! 
With the above staff it will be possible to gi lirect technical assistance to 
fficia und md Ll progran and put d utlo 1 ties 
\\ his I he ossible carry oO v f for progra 
Iwo foresters, one experi 1 ion and another in administration, are 
‘ f gy 1) AC in KCA¢ und a ivailabie in liate for tra fer to 
UNKRA 
rar OF THE PROGRAM 
Forestry does not require a large capital investment, and the beneficial effects 
( rogra are far be nd 1 reiavlvely all financial needs to carry it out, 
Total needs for forestry oO cluding alternate fuel imports are as follows 
Rehabilitation and si ( tor torest resources S450, 000 
2 Rehabilitation and supplies for wood-using industry 200, 000 
3. Technical assistance staff 350, 000 
Total operating yet 1, 000, 000 
iS taining imports of ra materia 3, 200, 000 
Total overa +, 200, 000 
OVI I ORESTRY L\GREEMEN' 
S ccess of the forestry program depends as much upon the actions of 


the ROK Government as upon those of UNKRA., it is necessary that an overall 





agreement be reached as to the part each is to play in the ecarrving on of the 
progra This agreement must be agreed to by the highest authority in the 
Ci er! ent since it nv es el ents which require the actions of more than 

M try After the agreement is i: force. it may be desirable to reach addi 
tional agreements covering detai n various phases of the program It is neces- 
arv that this agreement be in force before action is initiated in any of the elements 


of NK RA’s part in the forestry program 
J. HuGo KRraEMeER, 
Seoul, Korea. 

OcTOBER 12, 1953. 

Dr. Kraemer. First of all I might start back in the historical view. 
In dealing with forests, the long-range view is necessary, and we must 
go back and see what happened in the past very often to see what 
may happen and what will influence the future. Before the Japanese 
occupation of Korea, much of the forests was devastated. There 
Was laree and widespread eutting under the old monarchy Many 
areas were cleared to provide views of the coastline for defense pur- 
poses, and so on They had no technical foresters, although there 
were a number of restrictions on cutting, particularly of the trees 
erowing around the various tombs and temple forests. When the 
Japanese came in, they started about 1911 to set up a reforestation 
program 

They did a lot of planting in Korea over the years, and they also 
set up rather drastic restrictive legislation dealing with cutting and 
other destructive practices. So under the Japanese regime, the forests 
fared fairly well in Korea. You can see lines of trees now on some 
of the otherwise bare hills, where the reforestation work had gone on, 





~~ 
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The rest of the slope may be bare, but you can see those lines marking 
the erosion control and reforestation work 

Now, when invasion came alone, of COUTPSE there was very he nv\ 
destruction the destruction by the fighting destruction bv the many 


St Nh r wood for heating purposes and also destruction by the Korean 
people themselves. The people had been under restrictive legislation 
for so long that they thought, ‘‘Well, now this is lifted, we can do as 
we please Here is a lot of free wood for the taking, for cooking and 
heating purposes, ’ and the went out and got it his tvpe of de 
struction was mostly in the vicinities of the laree urban wreas such 
iS P isan, Seoul, and so on Another factor which bore upon this 
was some of the boatbuilding programs the Japanese carried on during 
Wi rlad War II, inh the district of Pusan particula ly They Cu large 
amounts of big trees then growing on the slopes around the cit 


and the people finished off the timber on those slopes immediate 
after the war 

Now, regard i the standing timber There are about 30,800,000 
cubic meters of standing timber in Korea, and this is on an area about 
73 percent of the entire land of the Republic of Korea This 73 
percent of the land area is primarily suited only for forest growth. It 
is not agricultural land and probably never can be. Some of the lower 


i 


slopes could be used for such thines as orchards and grazing, but it is 
not a highly productive agricultural land. So you have 73 percent of 
the land area suitable for nothing else. The annual growth on these 


areas is about 770,000 cubie meters. What we eall the allowable 
annual cut is about half of this, or 385,000 cubie meters. The reason 
| sav half of it is because we feel that if the total annual growth is cut, 
it is the same thing as drawing the total interest on the capital in a bank 
account out everv vear. You gain nothing and retain only your 
capital Since the capital of the forest is so low in Korea already, we 
feel that it should be built back up; so we advocate taking only one- 
half of the annual growth Now. in contrast to this. the cut in 1952 
was in the vicinity of 2 million cubic meters—about 5 times over the 
allowable annual cut and about three times the annual growth. Now 
if this cutting at this rate is continued, we figure that the entire forest 
area of Korea will be eliminated—or the entire standing timber will 
be eliminated in about 17 years—or by 1960 

Now, in addition to this cutting, there is a very destructive practice 
ealled litter raking. The farmers and rural people go out and rake the 
forest litter which falls to the forest floor and take it home for fuel 
purposes. This is even a more destructive practice than cutting the 
trees because in the litter raking, they are destroving not only the 
standing timber, but they are destroying the very soil itself—the very 
land on which the trees grow. By removing this litter it opens up the 
possibilities of very quick erosion in the rainy season and lets the 
surface of the hills go down to deposit in the rice paddies below, cuts 
down on food production and, at the same time, does not hold back 
the water to be released later on during the dry season. It is a very 
serious thing that is going on all over Korea. You can see it most 
anywhere outside the city these back loads and oxcarts of raked 
leaves and small branches coming into the city 

Now then, in addition to this, we have another factor which I 
hesitate to mention here, but which perhaps I might as well, since it 
is so important—that is the actions which the national police and 
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the army of the Republic of Korea have been carrying on. They 
are in the wood business. They have been carrying on the hauling, 
cutting, and sale of wood for some vears now and this practice is 
beyond the control of the Bureau of Forestry because the Bureau of 
Forestry has no control over the army and national police. In con- 
trast to all this destruction that is going on, the 73 percent of land area, 
if well stocked with timber, could produce about 22.5 million cubie 
neters of timber per vear, and one-half of this \ ield could supply the 
entire home fuel needs of South Korea. The other half could be used 
in industry in the form of saw logs, veneer logs and so on. This 
forest area could be the foundation of a prosperous economy for 
Korea Without the forests Korea is headed in the direction of be- 
coming a hilly desert. Now that is the picture. 

To go from the woods to the factories now, the wood-using industry, 
like that in manv other countries, is far overbuilt. By latest estimates, 
there is somewhere around a thousand sawmills in South Korea 
alone. Now these sawmills have an annual productive capacity of 
lumber somewhere in the vicinity of 1,700,000 cubic meters of lumber. 
This is tremendous. They probably have never operated to capacity 
and probably never can. Mills are adequate, I might say even more 
than adequate, to process the raw materials. No additional plant 
capacity is needed in the wood-using industry, but there is some 
rehabilitation of the plants themselves needed. Some of the equip- 
ment is old and worn out and needs replacement. They definitely 
need fairly large imports of raw material in the form of logs to keep 
operating and to provide reconstruction program material. 

Well, what is UNKRA doing about all this? In the 1953 program 
UNKRA was just starting in this field and the first thing that was 
done was to provide bieveles for forest cuards. Kicht hundred and 
seventy-five bicveles were provided for forest guards by means of buy- 
ing abroad the bicycle parts and putting the one bicycle factory in Korea 
back into operation with the first order of 875 bieveles. The second 
thing that was done was the purchasing of 35 million young trees for 
the planting program of the Republic of Korea Government by pro- 
viding a tonnage of barley which was distributed to the nurserymen 
to pay them for the trees. The third thing was the starting of the 
rehabilitation of the Central Forest Experiment Station here on 
the northeast edge of Seoul. This is a very important station and 
is the only place where forest research is carried on in Korea. I 
might say that before the war, this research station was one of the 
most important in this part of the world. Then the fourth thing was 
direct technical assistance to the Central Forest Experiment Station 
and to the Department of Forestry down at Suwon. Of course, we 
worked with them very closely in that connection, also the ROK 
Bureau of Forestry. 

Now in the fiscal year 1954 program, we have two overall 
objectives. One is the reduction of the destruction to the forests, and 
the other is the improvement of the present forest management of 
the standing timber which remains in Korea. The two remaining 
areas which have commercial timber available are down in the south- 
west in the Chiri Mountain area west of Pusan and in the northeast 
here, almost directly east of Seoul—between Seoul and the east coast. 
There is a large national forest area there. The attack on the first 
of these two overall objectives may be done in a number of ways. 
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One is the providing of enough fuel for home use. You see a large 
amount of this 2 million cubic feet of wood removed from the forest 
isjin the form of fuel for home use, and we hope through cooperation 
ot other divisions of UNKRA throuch [ NC, and through coopera 
tion with the Republic of Korea Government to get the peopl to 
allocate more anthracite fuel for domestic home use and get this 
pressure off the standing timber 

Now the next attack on the first objective will be through better 
protection for the standing timber. We can do this through advice and 
assistance to the Republic of Korea Government in their protection 
activities through providing technical assistance for them to set up 
better protection methods, program staffing, and so on. Then there 
are four ways to aid and assist them in attaining the second objective 
The first is through aid and assistance to forest administration, and 
by this I don’t mean just paper-shufflng administration—I meat 
actual administration of the forest land areas out in the field. The 
second is through aid and assistance to research—through our work 
with the forest experiment station, the bringing into Korea of the 
needed technical instruments to replace those lost in the war, and aid 
in their research programs on policies and projects—direct technical 
assistance there. The third is through assistance to the educational 
facilities at the Department of Forestry, Seoul National University, 
at Suwon. They have a large department of forestry there, and this 
year they have about 130 students. We ar prov iding direct technical 
assistance there, and it is planned to procure instruments and equip- 
ment for instruction purposes. Then the fourth one is direct aid 
through extension. So far there is no extension, as such, in the forestry 
program in Korea. We hope to be able to set up a small extension 
service using Koreans trained by our technical assistants in modern 
forestry methods. The cost of this program in 1954 is $800,000, of 
which about $300,000 to $350,000 will be for direct technical ass 


ist- 


ance. In forestry in Korea, we do not need large capital investments 
What we need are certain kinds of instruments and equipment 
some trucks and things of that sort-——but mainly our emphasis is ¢ 
direct technical assistance 

Mr. Brownson. Dr. Kraemer, was the forest experiment station 
largely staffed with Japanese before the war, or did they train some 
Korean. technicians? 

Dr. IK RABMER. Well, the staff cl anged quite oiten. At one ime 
they had a Japanese director. However, the man who now is the 
head of the Department of Forestry at the College of Agriculture and 


1) 


Forestry at Suwon was, at one time, the director of the station under 
the Japanese, late in the regime. They have changed directors a 
couple of times since the Japanese left 

Mr. Brownson. In that particular field, the Japanese did train 
a man to the point where he could take a position ol some responsi- 
bility? 

Dr. Kraemer. Yes, in that case, but I am quite sure that the more 
responsible positions in forest administration, we’ll say, and in forest 
education, were held by the Japanese—not by Koreans. A very 
interesting sidelight on that is shortly after coming to Korea, I went 
back to Japan for a short visit to talk with some of the Japanese 
foresters in research and administration, and tried to find out what 
went on here during the Japanese occupation to give me some back- 
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cround on the situation now I met one man who is the librarian now 
of the forest experiment station in Japan, who spent 28 vears in Korea; 
and he was ve ry sincere and ac ted very heartbroke ‘nas to th 1e happe is 
ings in Korea since the Japanese left—as far as the cutting was 
concerned, However, | brought up this point regarding the Koreans 
I said, “The Koreans appear to me to be verv eecer to learn and very 





hard workers,”’ and he said, “Oh, ves: we alwavs used them for work 

the mines,” which is one way of saving, I think, that they did not 
use Koreans for the more responsible jobs, and that is the reason 
why it is difficult to find qualified Koreans for the top professional and 
management jobs at this time The people, particularly in research 
and education, this, and we have definite requests from them 
fo! direct technical assistance to them and the sending ol Koreans 


abroad for study 

\ir. Brownson. As I understand, from your previous testimony, 
tis vour opinion W ith sufficient forest stations and such, South Korea 
ean eventually become self-sufficient, as far as forest products are 
concerned ? 

Dr. Krarmer. That certainly is true because they have the land 
area to do it provided that we can get the population pressure off the 
forest land and off the standing timber for a sufficient leneth of time 
In many areas the trees will come back themselves without any invest- 
ment or without any treatment because the principal species which 
they call a red pine, similar to our jack pine in the Lake States, will 
come = very rapidly. It seeds in; it develops and produces cones 
and is ready for seeding when the trees are about S¢ » high. It STOWS 
very rapl dly, and even on poor sites it makes very and progress. So 

vith some planting and the people off the hills and out of the forests 
for a period of 10 or 15 vears real progress would be made. 

Mi srowNnson. Do you believe that the ROK Government is in 
the position where they can police the forest areas against prolific 
cutting? 

Dr. Krarmer. Well, no; I don’t unless they get the full cooperation 
of the National Police. You see, the National Police is the aut hority 
in Korea, and if they will cooperate or even if a large detachment could 
be ~~ under the jurisdiction of the Bureau of Forestry, then I 
think we could get some good policing. A forest guard, by law, has 
auieiin over the forests, but when he sees a national policeman on 
his wav to town with a load of wood—he can’t do a thing about it. 

Mr. Brownson. Of course, part of that problem would seem to be 
the problem of providing a substitute fuel. I imagine, that as long 
as the people are cold in the wintertime, that the offense of cutting 
the wood would not. be considered a very heinous crime. 

Dr. Kraemer. That is absolutely true. I have learned that there 
is a Presidential decree regarding the Seoul area at this time. No 
forest fuel can move into the Seoul area, yet you can go out on the 
streets at any time of day and see it, not only moving in but moving 
freely around in the area. It comes in from the east, mainly at the 
railroad station east of Seoul. It is going on. It is perfectly true 
that until adequate supplies of peat and anthracite coal are available 
for home use the destruction will continue. 

Mr. Brownson. Questions, Mrs. St. George? 

Mrs. St. Grorare. Dr. Kraemer, do you feel that the Korean Govy- 
ernment is fully alive to this situation? 
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Dr. Kraemer. Well, that 15 a little hard to say the language 
barrier being what it is. I am being very frank about that. It is 
very hard to tell what any Korean really thinks. However, I have 
become quite closely associated with the Chief of the Bureau of 
Forestry here. I know that he is alive to it. How many other 
Koreans in high positions are, I don’t know. 1 have a feeling that 
the President is alive to it, but until some concerted action is taken 
to remove the reason for these destructive practices, | don’t think 
that we can get them stopped. I would like to see the Government 
actually put on the books legislation prohibiting this destructive 


practice of litter raking. With the full realization that it will not 
stop until we get a substitute fuel, 1 would like the legislation on 
the books in order to use it when and if it can be used Howeve cs 


I don’t feel that there is enough realization in high places in Korea 
of these destructive practices 

Mrs. St. GrorGr. It would seem that if the police and soldiers 
are selling it that would show very little interest in high places 

Dr. KRAEMER. Well, we feel that before we go ahead very fal with 
this 1954 program that we must have overall agreement on forestry 
matters with the Korean Government. That agreement should be 
not only between UNKRA, or the forestry people in UNKRA and 
the Ministry ol Agriculture and Forestry, but between UNKRA, 
the UNC, and the topmost levels, either the President or the Prime 
Minister in the Korean Government, because this problem is so 
fundamental to food production, to power, to irrigation, to every- 
thing which touches life of any sort in Korea. 

Mr. Brownson. I understand that General Coulter has some 
knowledge of conversations with the Government of the Republic 
of Korea in this connection. Do you have something to add at this 
point, General? 

Lieutenant General CouLtrrer. Yes, Mr. Chairman. The President 
has referred to this subject many times since 1948 in conversation 
with me. He is very much alive to the problem—very much con- 
cerned with the cutting of timber in this country and of its future 
implications. In 1951, in talking to me about it, he was so con- 
cerned that he was thinking of applying punitive measures in order 
to stop it, and I’m sure that in any program of this kind that we 
will receive his full cooperation and action. I feel that from his 
interest and his concern that constructive measures can be taken 

Mr. Brownson. Thank you very much, General. Dr. Kraemer, 
could you outline for us just what assistance you have had in your 
problems from the Department of Avriculture, or any othe depart- 
ments of our own Government, who are interested in the forestry field 

Dr. Kraemer. Well, the relations so far have been principally 
with the Forest Service of the Department of Agriculture. A very 
good friend of mine, whom I studied under at one time, is now in the 
United States Forest Service in charge of the foreign relations He 
is in charge of the relations of the Forest Service with foreign agencies. 
[ am in touch with him particularly regarding problems here in Korea, 
and they have been very kind in sending us the needed technical 
material from time to time. In addition to that, in the technical 
assistance part of the 1954 program, we will ask them for help in 
finding the qualified personnel to carry on the extension work and the 
technical assistance work in education and research. 
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Mr. Brownson. Has anything been done in this field of educating 
the people and arousing public opinion toward the preservation of 
timber and elimination of these destructive practices? 

Dr. Kraemer. Well, it seems rather strange, but the national 
police are carrying that on at the present time The national police 
are getting out conservation propaganda, as well as establishing forest 
nurseries and demonstration forests, while they, at the same time, 
are among the principal offenders in the destruction of the forests 
in Korea. That is peculiar. One of my technical assistants brought 
me back a towel the other day. It seems that they give out towels 
in the Korean government. offices, the same way they do in Wash- 
ington. Instead of saying United States Government, they have 
some Korean writing on them. I asked him what it was, and he 
said, “Well, this is Conservation, Keep Green, National Police 
Bureau, Ministry of Home Affairs.”” It seemed peculiar to me be- 
cause forestry is supposed to be in the Bureau of Forestry in the 
Ministry of Agriculture and Forestry, but apparently the police are 
branching out into that activity. What’s in back of it, I really don’t 
know. 

Mr. Brownson. I wondered if our USIS people were using any 
training films in this type of thing? 

Dr. Krarmer; Not so far. However, I hope that if we can get a 
forester in each of the provinces, and if the extension service comes 
to pass, we will have a nucleus of a Korean forest extension service, 
and then we can get from the States, suitable films such as the films 
the Department of Agriculture is using for instruction on conserva- 
tion. We can get those films rather easily, and they can be made 
available and shown around over the country; but until we have the 
organization set up to handle it, it can’t be done. 

Mr. Brownson. Mr. Meader, do you have a question? 

Mr. Meraper. No, Mr. Chairman, I don’t have. 

Mr. Brownson. Thank you very much, Dr. Kraemer. 

Mr. Woop. I would like to call to the attention of the committee 
the example that has just been given them. We are doing it through- 
out our operations here. One of our main objectives is to train 
Koreans as rapidly as possible to take over and do these things 
for themselves and sort of work ourselves out of a job here, and 
we are constantly reminding ourselves that there is a necessity for 
doing that. General Case and all of the heads of the divisions are 
well aware of the fact that, while we might get things done a little 
faster by staying here and doing them, the main job is training 
Koreans to take over this job. I might make one other comment 
which I think might contribute to your understanding of the com- 
plexities of this thing. There are so many aspects of the problem 
in Korea that are related to other aspects. For example, take this 
cutting of the forest by the national police and the army. There 
is a tremendous force compelling these people to do that, because 
the financial situation here is such that these people can’t possibly 
be paid a living wage The position of the Government budget is 
their inability to pay the national police and the soldiers enough to 
live on, and those of them who have families have to support their 
families. This is the very great driving force behind this cutting and 
selling. The ROK soldier gets a subsistence of something like 50 
cents a month Part of the problem is to bring about the financial 
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stability, the better condition of the Government’s budget, and to 
remove not only the force that causes people to go and cut the forests 
in order to have heat for their homes, but also the force which causes 
these other people to try to make some money to eke out an existence 
which is hardly tolerable on what they get paid. I would like now 
to ask Mr. Chafkin, who is the United States Treasury representative 
here on my staff, to tell you a little bit about the curreney functions 
and currency reform problems. Mr. Chafkin came out here just a 
few weeks ago. He was here with the Tasca mission. 

Washington realizes that one of our most fundamental problems is 
the question of inflation and inflation control, and I told the Secretary 
of the Treasury that I had to have one of the best men out here to deal 
with this problem, and I got one of his best men, Mr. Chafkin. He 
has done post graduate work at Harvard University and American 
University and majored in economics. He spent 5 years in the 
United States Treasury Devartment in the Office of International 
Finance. He has been financial adviser to the Chief of the ECA 
mission in Formosa. He was acting Treasury representative of the 
National Advisory Council started in Manila in 1950. He came out 
here, as I said before, with the Tasca mission, and he is now here full 
time helping me on the very hard, difficult, and fundamental problems 
of finance and credit and the other aspects of the treasury problem 

Mr. Cuarkrn. Mr. Chairman, members of the committee, despite 
Mr. Wood’s flattering remarks about what the Secretary thinks of me, 
I am just one of the minor examples of the sort of thing the chairman 
asked about—what the various United States Government agencies 
were doing to operate here. I might say that the Treasury Depart- 
ment, in addition to makinz its specialists available to various missions 
abroad, also takes great pains to contact and discuss problems of 
interest to the Treasury with representatives of foreign governments 
who visit the United States. The most recent example affecting 
Korea was that of the visit of Deputy Governor Song of the Bank of 
Korea, and we took him around and let him talk to various Treasury 
people on currency problems and soon. I saw the presentation yester- 
day of some of the questions and comments of the members of the 
committee that touch on certain financial aspects of the program 
It may be useful, therefore, to develop certain highlights of the finan- 
cial conditions in the Republic of Korea, particularly as it affects our 
program. Incidentally, I will be supplementing some of the material 
you have in the document prepared for you. 

I think it’s fair to say that, as was mentioned yesterday, the char- 
acteristic feature of Korea’s recent economic history has been one of 
tne shortage of goods and a plentitude of money. The inflation that 
Korea has experienced has bordered on what we like to call hyper- 
inflation, a classic type of inflation. I would like to underline 
some of the real damage that inflation can do to help us get the proper 
background on what we are up against in this country. Inflation, 
of course, is conducive to price fluctuation, hoarding, and flight of 
capital out of the country. It destroys savings and it exercises, in 
that respect, a very great effect on the population of the country. 
It is a disincentive to work, and, most important in the country 
which has to be developed, it is a disincentive to investment. With 
the value of the currency going to pot day by day, a man is not going 
to sink his money into a productive business. He is going to change 
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it into dollars or he is going to buy commodities which he can turn 
over quickly. He hes to speculate in order to protect himself, and 
if we are going to develop this country, if we are going to build private 
enterprise in this country, the inflation problem has got to be settled 
once and for all 

Now the program, as I have said before, is basically a two-pronged 
affair. One of the prongs, of course, is the program of bringing in 
supplies and bringing in that equipment which can stimulate produc- 
tion. That is the program which attacks the shortages of goods in 
this economy. The other prong, equally important, is the financial 
stabilization program. This program we have here, in effect, is an 
economic reconstruction and a financial stabilization program. Now, 
in that connection, L think it is well worth pointing out that we always 
in our foreign-aid experiences, examine very closely the self-help 
measures which other countries are taking. This problem of financial 
stabilization is one of the most important of the self-help measures 
which can be taken 

There are a number of gratifying things we have noticed in working 
with the ROK Government on this stabilization. The ROK Govern- 
ment has, for example, voluntarily suspended the implementation of 
the pay increases which Mr. Wood mentioned as so thoroughly 
needed by the military and by the Government civil employee. It 
suspended them because it was aware of the problem that it could not 
pump money into the economy on that scale without some resources 
to offset the inflationary impact of that kind of operation. The other 
gratifying feature has been that the ROK has undertaken a very 
hea Vy program of selling, in effect, their foreign exchange which they 
have earned largely as a result of the United States repayments in 
dollars for hwan drawn for use by our military forces. These sales of 
exchange have been one of the most important weapons in keeping 
this relative stability that we’ve had since about February of this vear. 
Until about February of this year, the curve of the money supply and 
the curve of prices in this country followed each other fairly closely. 
Money was pumped out and prices went up. There was a general 
lack of confidence in the future of the currency. In February they 
pulled a currency conversion. It was only partly successful, but, at 
the same time, they undertook this program of selling foreign exchange 
to private importers. This, together with arrivals of aid goods and 
assurance of increased aid from the United States, produced the 
situation where, from since about March of this vear retail prices 
have increased less than 10 percent up to the end of September, despite 
the fact that the money supply increased by 50 percent in this same 
period. The reason for this is basically the increase in the supplies 
available to the people, and the general feeling of hope for the future 
of Korea 

Now I only have a few minutes—I would like to get into some of 
the fields of our program in working with the ROK’s in developing 
a stabilization program. What we are up against is something like 
this: We've got a tremendous budget, and a very large budget deficit, 
and this arises from the fact that the ROK’s have got to support 
a very large army. At the same time we want to get this country 
built up, and the people in this country want to get it built up, and we 
want to encourage them to do that. So you've got two extremely 
important inflationary pressures always operating here—the budget, 
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which is largely a military budget, and the need for credit for private 
legitimate business. We have established, and I think fairly early in 
this operation, fairly close working relations on the technical level 
that is, my level—with the ROK technicians, with their budget 
people, their bank people, and so forth 

Now, on the budget side. In the preparation of this program, we 
made it quite clear that we had to have certain assumptions about 
what kind of budget deficit they were going to run because of the 
tremendous implications of the budget deficit for the program We 
worked with them in screening their expenditures. They have volun 
tarily agreed to do certain things, among which is one I have men 
tioned—the suspension of the pay increases. They also suspended 
some of the building projects authorized in the budget. We are 
working with them now on how they can adjust their tax system to 
make it more equitable and to tax some of the windfall profits that 
are occurring in this economy and that will occur in this economy so 
long as you have an inflationary situation 

In the field of credit, one of the big problems we are going to face, 
and we are moving to the test now, is the problem of Government 
enterprises which we touched on yesterday. The reason these enter- 
prises are so crucial in the field of credit is that they take at least one 
third of the available supply of credit in the country. It’s a serious 
strain on credit resources The reason for this heavy recourse to 
credit in many instances Is the inefficiency of the operation of these 
Government enterprises, and also the existing Government-imposed 
price arrangements which in effect force operating losses on the Gov- 
ernment enterprises 

One of the things which we on the staff level are preparing now to 
bring up to Mr. Wood and the Prime Minister through the mech- 
anism of the CEB is an arrangement whereby the CEB staff will 
amine the financial position of the Government enterprises and what can 
be done to get them off the backs of the banks in this country 

In the field of pricing we have a very complicated system. On our 
side we are trying to move in the direction of price determination 
through the operation of free market forces. The existing system as 
we find it here in Korea is one which we have side by side price con- 
trol and a free market. In some cases the free market price is five 
times the price of the controlled item. This kind of thing, as you can 
well imagine, leads to all kinds of distortion within the economy, in- 
cluding the uneconomic allocation of resources. You have a famous 
example here in Seoul where railway fares haven’t increased since 1952 
despite the increase in all other prices. It is extremely cheap to take 
the train from Seoul to Pusan. I think it is something like 180 hwan 
or a dollar at the present conversion rate. But you can’t get a ticket 
at that rate at the railway station because speculators have grabbed 
the tickets and are selling them anywhere up to 10 times the official 
price. We feel that if the controls are ineffective in keeping prices 
from climbing, and in keeping the lid on the inflation, we ought to 
remove those controls and substitute a system of free market prices 
where we can attempt to control the money supply through fiseal and 
monetary measures. We think we are moving in that direction, and 
we are very gratified to see that the ROK’s are aware of this problem 
and are also beginning to come around to this view. The pricing 
problem, of course, affects the aid program and how we price our 








82 RELIEF AND REHABILITATION IN KOREA 


commodities into this economy, and we are also working with the 
ROK Government on this problem, and I think perhaps Mr. Wood 
may want to bring out the subject of his negotiation on this subject 
in the closed session which you will have later. 

In the field of foreign exchange Mr. Wood will cover again, I think, 
in closed session, the subject of his negotiations, but I think I might 
mention that the foreign exchange field, or the field of exchange rates 
generally is another thing which is embodied in the stabilization pro- 


cram which we are now developing with the ROK’s. The ROK for- 
eign exchange expenditures are operated under a very cumbersome 
System Th e arrangements F revely arise from the sVstem of multiple 
rates which they have in this country. For exan ple, the svstem of 
selling exchange to private importers now is actually arranged to 


avoid the appearance of a sale of exchange. What they do in effect 
In making dollars available to private importers is to set up a kind of 
price ratio which is actus ily an exchange rate, but they don't call it 
that The importer puts up the local currency as collatera' against a 
sO called loan of dollars and unde E the arrangement he is supposed to 
repey the loan dollar, but he is permitted if he wants to forfeit the 
local country collateral. Well, when they forfeit the collateral, what 
they have done is consummated an exchange transaction. But, any- 
way, the thing is working, and we’re delighted that they are selling 
the exchange. Now, the other problem which we are very interested 
in, in working with the ROK, is getting them used to the idea of how 
we operate in terms of our financial thinking, policy thinking or 
economic thinking. We would like to think that it is going to be a 
good opportunit) for them to learn and to develop, for example, 
balance of payment analysis and technique presentation. We think 
we might be able to help them on their budget problem. They have, 
in fact, invited us to work closely with them to integrate the aid pro- 
gram with the ROK budget, and we again are very much in favor of 
that We are also rong to make ourselves useful in assisting them in 
the preparation of legislation which they feel they may need to ac- 
complish the objectives of stabilization. There are a number of 
fields, particularly in banking, where we think that some change in the 
existing Bank of Korea Act which deals with credit: policy in this 
country may be necessar Finally, as far as it has worked, this 
jointness in staffing, with our opposite numbers in the ROK Gov- 
ernment, is working very well. There are only a few who know Eng- 
lish and also are trained technicians and administrators, and they 
are tre nendously overworked: one of the best ones, for example, is 
how ill because of overwork. As we go along we become increasingly 
aware that they see the problem too, and that they are willing to 
stick their necks out to make the kind of price adjustments we want 
ana the kind of changes we think are hecessary ; for example, control 
of credit. I think IT have taken up a good deal more time then I was 
allotted, but I would be happy to answer any questions. 

Mr. Brownson. Mrs. St. George. do vou have anv questions? 

Mrs. Sv. GrorGce. Yes, Mr. Chairman. Mr. Chafkin, to what ex- 
tent would you sav that the financial agreement of February 26, 
1953, and the action then taken, that resulted in the United States 
hwan drawings on a monthly basis, contributed to this relative 


Sstabdiuity 
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Mr. Cuarkin. | think it has contributed a good deal and has. in 
effect, regularized payments to the ROK. It has given them an 
opportunity to plan and anticipate these payments of dollars which 
permit them to set up a kind of foreign exchange budget 

Mrs. Sr. GrorGe. On the whole, it is a working proposition? 

Mr. Cuarkin. Yes, indeed. We get the hwan and we pay them 
back in dollars. There are certain special problems involved which 
[ thnk Mr. Wood may want to touch on and develop more fully in a 
closed session 

Mr. Woop. Isn’t it true also that the very fact of the making avail- 
able of pavments 1n dollars for the hwan drawings has been the source 

ears 


ota cood deal of the ROW fore ivh exchange \ hich has been ld to 


the importers and which has permitted an increased import of goods 


which has pushed back to some extent the inflationary impact which 
was generated by the extension of the hwan credit? 

Mr. Cuarkin. At the present moment | think it is their single 
largest earner of dollars 
Mrs. St. Gkorcr. You spoke of some speculation, Mr. Chafkin, 
are there any foreigners involved in this speculation? 

Mr. Cuarkin. I don’t know the answer to that i have never 
heard of anv particularily notorious Japanese or Chinese operating 
in the market. 

Mr. Brownson. Mr. Meader? 

Mr. Muaprer. No questions. 

Mr. Brownson, Mr. Chafkin, in the material which you have 


given us in section | you have a figure which is essential to the success 
of the stabilization program—the rate at which foreign aid goods 
is sold Lo the ROK Government it averages atl least 160 hwan 


g the case. Important 
commodities such as fertilizer and cotton are ! sold at implied 
rates of 60 hwan and 90 hwan respectively. Furthermore, distribu- 


per dollar. At present this is far from bein; 


tions costs are exceptionally high amounting in some cases to 50 
percent of the selling price. What is this a result of? Is it a result 
of more or less plaving politics with these commodities? 

Mr. CHarkin. Here is the basis of reasoning for price determin: 
tion on the part of Government-—-when I say Korean Government, 


[ am including the National Assembly If vou set a ceiling on prices, 
vou automatically control the price level and stop inflation ind 
the lower you set the ceiling, the lowe prices W Il be Well, unless 
you can support such kind of control, unless your supplv situation is 


such that it would permit you to enforce price control, the contr 
falls apart. 


Now, our problem in dealing with the ROK is to get them away 


from the idea of legislating a@ price vithe ut being abl to entlores { 
Without the economic basis for enforcing it or supporting it, this 

. ] . ae 1 
price 1s not goimeg to nh id. 1 fe el Very strongly about this thing and 


I think it’s a question of our having to keep working away at this 
notion. We have been working away at the problem with the ROK. 
In our initial discussions with them on pricing policy, we were very 
pleased to learn that they recognized this problem. There may be 
a question. of legislation involved. Now that may complicate it to 
the extent that the Assembly now sets prices. We might have to 
ask the ROK, and I think the ROK is now willing, to take this up 


with the leaders of the Assembly and the chairmen of the appropriate 








S4 RELIEF AND REHABILITATION IN KOREA 


committees, and see how it works out. But on the aid goods, certain 
of which are affected by these price controls under the way the pro- 
gram is set up, we have got to assume collections on sales reflecting 
an average rate of 160 hwan. As you are well aware, the wages, of 
course, are related to the kind of prices they have now. For example; 
in the cotton weaving industrv the workers are permitted to buv a 
certain amount of cloth at the official price. What happens is that 
the workers take the cloth, go out to the market and sell it at the 
free market price, and thereby they are able to scrape a living out of 
their jobs at the mill 

The kind of adjustment that Mr. Wood mentioned a while ago is 
centered in that very thing. If you do this, if you change the price 
ol cotton, you’ve got to see what you are going to do to the wages, 
and vou’'ve got to see what must be aone about the price that the 
cotton mill pavs for power. It requires a careful and comprehensive 
adjustment of many factors 

Mr. Brownson. In other words, Mr. Chafkin, what percentage of 
these goods would you say actually moves to the ultimate consumer 
at those artificial official prices? 

Mr. Cuarkin. It’s very difficult to determine that. I have tried 
to make some guesses about it. [ would say, to try to answer your 
question in another way, that if we were to put this whole economy 
now on a free market price basis, we might get an increase in the 
present level of prices in establishing free market pricing which would 
not be as violent a price adjustment as it would first appear. The 
controlled price system breaks down to a considerable extent at the 
retail level and on many controlled commodities, transactions actually 
take place at free market prices. 

Mr. Brownson. In other words, the control prices are actually 
very unrealistic and most of the goods are moving at black market 
prices which are considerably above the free market price. 

Mr. Cuarkin. I would expect things like grain which is distributed 
under a ration scheme and things of that sort 

Mr. Brownson. How about fertilizer? We heard about the high 
prices which fertilizer is costing the consumer. 

Mr. Cuarxin. The fertilizer situation, 1 believe, has been pretty 
well solved now by the increase in the supply. There was a serious 
problem of diversion of fertilizer which was slated to be sold at the 
official price to the free market where the price was perhaps 3 to 5 
times higher, but the improvement in the fertilizer supply has licked 
that little problem. 

Mr. Brownson. Who was it that diverted the fertilizer? What 
echelon made the decision? 

Mr. Caarkin. I can’t answer that. It was very low in the echelons. 
I think I heard the same story that you did. 

Mr. Woop. I think General Case can throw some light on that. 

Mr. Brownson. Would you please, General’ 

Brigadier General Case. In the year of 1952 there was consider- 
able scandal in which a number of members of the Government were 
presumed to be involved in which fertilizer imported was diverted 
generally on the provincial level or lower, and from the low sales 
price to the free market price which was merely four times higher. 
This was done generally just by carrying the bags of fertilizer from 
one warehouse to another to help themselves. However, during 
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the past crop year the amount of fertilizer brought in by UNKRA 
and KCAC was such that it almost entirely satisfied the market, 
and as far as we can determine there was almost no diversion and an 
adequate amount of fertilizer was sold to the farmer at the official 
rate. We have heard no complaints at all. The fact of the matter is 
the principal complaint is that the fertilizer brought in by private 
traders which sold at about two times the official price is largely 
left in ports, and they cannot sell it. They are now complaining that 
they were encouraged to bring in this fertilizer, and the amount of 
the low-priced fertilizer is such that they lost their money 

Mr. Brownson. Is the official price on fertilizer well below the 
prices of the black-market product? 

General Casr. Yes, sir. The price of fertilizer is about 350 hwan 
for 15-kilogram bags, and it is sold in the free market at from 12 to 
14 hundred hwan, about 3 times as much 

Mr W oop. It would be interesting to note, Mr Chairman, one ot 
the suggestions that we have made to the Government, in view of the 
fact that they look as though they’ll have a rice crop better than any 
in 15 years, is that this is the time to make a substantial step in view 
of the greatly increased income of the farmer, in the direction of selling 
fertilizer to the farmer at prices that are much nearer to free market 
prices. We have taken a long step in that direction. However, | 
think you know from experience how strong politically farm groups 
are in various countries, and that is also true in this country. So we 
will run into political difficulties. 

Mr. Brownson. Is the real value of fertilizer, if it were paid for 
and brought over here under a normal program, reflected very well 
in the free market price? 

Mr. Woop. Do you know that Mr. Chafkin or is Mr. Hamer 

Mr. Cuarkin. | think Mr. Hamer might be asked that question 

Mr. Hamer. Well, the price of fertilizer as reported this year 
averages about $55 a ton At $55 a ton, for calculation purposes, 
200 hwan per United States dollar would give you about 11,000; 
is that correct? 

Mr. Woop. 11,000 hwan? 

Mr. Hamer. 11,000 hwan per ton. Now that figure that you 
mentioned, General Case, was 345 hwan for 45-kilogram bags which 
would take 22 bags to the ton. Twenty-two times three hundred and 
forty-five would make about 8,000, which would still be below a dollar 
landed cost at roughly 200 to 1 exchange rate. If you will pull the 
exchange rate down to 180, you will be very close to it. 

Mr. Brownson. Thank you very much. Mr. Wood, will vou take 
over again please? 

Mr. Woop. Yes, sir I should now like to eall on Mr. Jepson who 
is the head of the transportation division. ‘This is an interesting case 
again of integration of proper flexibility and use of staff. Mr. Jepson 
is an Englishman who was brought over here by UNKRA, but he is 
now heading the transportation division of KCAC, which has the 
responsibility for transportation here. It works very smoothly, very 
well. Mr. Jepson was educated at Nottingham University College 
in England. He was for about 8 years an emplovee of the British 
Railways, and has experience in all aspects of operating the various 
departments. For another 8 years he was district traffic official 
on the Sudan Government Railway, and that included 2 years of 
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active service with the Army in the Abyssinian campaign. He has 
also had experience as a member of the High Commissioner’s staff 
in Germany, working there on transportation problems as well. He 
has been here in Korea since January of this vear. Well, now I think 


Mr. Jepson, if he will, will tell you something about the transportation 

problems here 
Mr. Jerson. Mr. C 1a 
Mr. Brownsor ty 


r a son 


Mr. Jepson. Members of the committee, Mr. Wood has mentioned 
that | am an Kneushman, therefore, | hope if a covered Vagon siips 
in instead of a boxear or a lorry instead of a truck, vou will excuse me. 
Kirst of all | yuld like to describe the transportation svstem very 
briefly. The red line is the 38th parallel. Here we are at Seoul, 
Pusan down here First of all the railway The svstem is com- 
prised of 93 miles of route and just over 2,000 miles of track. The 
main line goes from Pusan to Seoul, approximately 300 miles of double- 
track road That is the only double track ‘There Is a secondary 
line that goes from Pusan farther east also to Seoul. Two lines serve 


the southwest provinces and a spur as far as Chinju. The Samchok 
Railway here is isoleted, and at the present has no connections at all 
with the main railways. Railways are government-owned and 
vovernment-operated The military, after the invaders had been 
repelled, took over control of the lines which are important to them as 
Su] pply routes They took over the main line, the secondary line to 
se oul, the line to Kunsan, and all lines north of Seoul. 

When I say they took over control of it, they do the day-to- vee 
operation. They allocate freight cars and say what trains should be 
run. They maintein the lines and all the generel basic facilities of that 
portion of the railway including supplies. Here are the principal 
ports: Inchon, Kunsen, Mokpo, Yosu, Naesong, Pusan, Pohang, and 
Mukho. Each of these has rail connections. Those are the 10 
prince ipal ports. There are 60 or 70 other seconds ary ports. Korea 
has a merchant marine of 39 ships, 8 of which are oceangoing. Some 
of them have deteriorated, but they have made 2 considerable contri- 
bution to the economy. There are some 9,500 miles of roads in 
Korea between the main cities of fairly good construction, but the 
surfaces are terrible. They are either crushed rock or merely dirt 
surfaces. Once away from the roads between the main cities they 
more or less develop into mere tracks. In addition to the merchant 
marine there is a fleet of small luggers, somewhere near 2,000 small 
ships which serve the island populations and assist in the distribution 
of cargo from the main ports to the minor harbors. You have al- 
ready been given a leaflet, a brochure, which describes the system in 
greater detail, and I don’t intend to say more than that. I would 
like to highlight a few points. Firstly, the system as the Japanese 
left it was amen for the economy as it now stands. It was 
developed by the Japanese as a bridge between Japan and Manchuria. 
Hence you see the preponderance of lines from south to north and 
practically no east-to-west communications at all. The situation was 
aggravated by the separation of North and South Korea which meant 
that the economy of what is now the Republic of Korea has to be 
developed as a separate entity. The Economic Cooperation Adminis- 
tration had made plans and was developing the system to suit the 
Republic of Korea at the time the war started, and that plan had to 
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be suspended. While on that point, I might go into three extensions 
of the railways which are planned. One is to connect up the isolated 
railway known as the Samchok Railway with the main system. The 
ECA had already built a line from Yonju to Naesong, and our plan is 
now to continue from Naesong to Cholam, a matter of 50 miles. It is 
very mountainous country. Construction is difficult, but providing 
we have the funds and can import the necessary materia! from abroad, 
we consider we can construct that line in 18 months 

The importance of the connection is that the Samchok area has the 
only cement factory at present in Korea, a fertilizer factory, and good 
timber (cood by hor an stal dards) the best in the COuUnLrY, and an 
abundance of coal and other mineral wealth. The second extension 
is from Songhak to, in the first stage, Yongwol with a spur to the 
powerplant, and in the second stage to Hambaik again to a coal area 
The ECA had constructed from ( hechon to Songhak, and we now 
propose to continue this year as far as Yongwol. ‘The third schem« 
again is to gain access to coal. It is from Chomchon to Eunsong. 
The second pomt | would like Lo make is that of the insufficiene, of 
qualified technical and administrative Korean officials. The point 
has already been dealt with, and I don’t intend to sav much about it 
except that the Japanese were in all the responsible positions and 
when they were repatriated in 1945, it left a considerable dearth of 
responsible officials. As far as transportation is concerned, the 
position has been considerably improved by education programs, 
training abroad, and by the return of Korean exiles. There is still a 
lot to be done The third pot i that the whole system is suffering 
from at least 10 vears arrears of proper maintenance. The whole sys- 
tem is in a considerable state of deterioration. The fourth point is the 
very extensive war damage. I have some charts here which I don’t 
intend to go into in detail, but they will indicate very briefly the 
extent of the damage. It is covered in greater detail in the bro« hure. 
1 would like to make mention of the freight-car situation at this stage. 
The position is that ordinary Korean civilian traffic is almost com- 
pletely denied transportation. Distribution of aid goods suffers at 
some periods. I think it is true to say, not to a very considerable 
extent, it is a seasonal business more than anything else. At times 
even the requirements of the military cannot be completely met. 

Mr. Brownson. Mr. Jepson, in that connection what has been 
your experience with the relative amount of transports you have been 
able to get to aid supplies during the period since the cessation of 
hostilities as compared with the period during which you have been 
talking about? 

Mr. Jepson. In general, sir, the military requirements have not 
decreased, but at the same time various steps have been taken to 
improve the turnaround time of cars and new cars are coming in, 
not very many but some are coming in. We have in fact had a few 
more cars allocated for aid supplies since the cessation of hostilities. 

Mr. Woop. The reason the military traffic hasn’t decreased, Mr. 
Chairman, is that they have had the tremendous job of building 
winter quarters. They moved the men out of the bunkers and 
trenches where they were living during the fighting, back to a new 
place outside the demilitarized zone. The military movement of 
materials for building those winter quarters prior to the onset of 
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the cold has been just about as heavy as it was during the period of 
actual fighting 

Mr. Brownson. How long do you think that military requirement 
will continue? 

Mr. Woop. The estimate is that there won’t be much easing of the 
military requirements until March or April. Isn’t that about right, 
General Case? 

Brigadier General Case. | would say there would be some easing 
after the first of January, but probably not to any extent. 

Mr. Brownson. What are you getting now for civilian require- 
ments in the way of, say, a percent? 

Brigadier General Case. May I suggest, sir, that—I don’t know 
the answer exactly. Colonel Green will appear before the committee 
at a later time and have all of that information. 

Mr. Woop. Could the colonel answer that one question now? 

srigadier General Case. Yes, it’s in the brochure in some detail. 

Colonel Green. | didn’t get the question 

Mr. Woop. The question is what is the percentage of the total 
traffic that is now involved in the shipment of aid goods compared 
with that involved in the direct military traffic? Is that correct, Mr. 
Chairman? 

Mr. Brownson. That is correct. 

Colonel Green. During the month of October it would be about 
20 percent —20 percent of the total cath shipped into Korea were 
for the aid goods. 

Mr. Woop. And the military traffic is what—another 60 or 
Colonel Green. That is considering the military and aid goods 
80 percent of the total imports was military and the remaining 20 

percent aid goods 

Mr. Brownson. What I was particularly interested in was not the 
transportation into Korea, but the transportation of the rail system 
after it got here. 

Colonel Green. Now in that respect while aid-goods imports were 
20 percent of total imports our rail allocation was about 8 percent of 
the total available rail transportation. 

Mr. Brownson. About 8 percent of the total of rail transport 
available was for aid goods and 92 percent then will be used for the 
military. 

Colonel Green. Not all 92 percent of it. Some of it in turn is 
given to the Minister of Transportation. Colonel Nelson here is the 
man connected with the allocation of rail transportation. 

Mr. Brownson. I wonder if without holding up the briefing at 
this point, Mr. Wood 

Colonel Green. I think included in the prepared material, Mr. 
Chairman, you will find what was allocated to the various bidders for 
transportation including the aid goods program and the Ministry of 
Transportation. 

Mr. Woop. Colonel Nelson has the answer immediately. 

Lieutenant Colonel Ne ison. We are carrying 80 percent for the 
military requirements, 5.6 percent for the Ministry requirements, and 
14.4 for civilian aid goods. 

Mr. Brownson. Thank you very much. Now about these boxcars 
that you were speaking of coming over here? Who has the responsi- 


bility for the purchase of these freight cars? Do you know, sir? 
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Mr. Jerson. The present situation is that 645 are under procure- 
ment or have just arrived; 515 of those are Army procurement, 100 
CRIK procurement, and 30 UNKRA procurement. 

Mr. Brownson. Has that been a peaceful relation or is there a lot 
of jockeying around that is so commonly found in the Government? 

Mr. Jepson. No, not at all, sir, the military requirements were 
estimated and procurement started nearly a year ago. The CRIK 
cars were bought when a certain amount of money became available 
toward the end of the CRIK fiscal year 1953 program, and everybody 
agreed that it couldn’t be put to a better purpose than helping Korea’s 
rail problem. 

Mr. Brownson. How do vou separate your functions and responsi- 
bilities as between KCAC and UNKRA in the matter of transpor- 
tation? 

Mr. Jerson. That is very simple, sir. UNKRA under the present 
organization has no transportation division. KCAC has responsi- 
bility for transportation in the widest sense, and serves both organi- 


zations, and it so happens that two UNKRA employees are seconded 
to that section. 

Mr. Brownson. Would vou like to continue now at this point to 
bring to a conclusion vour discussion which we interrupted? 

Mr. Jepson. We tried to arrive at the figure which would, in the 
main, meet our present difficulties, as regards shortage of freight cars, 
and would not be extravagant when military requirements fall off 
as we hope they eventually will. We arrived at a figure of 2,000 and 
a firm request for procurement of that number of cars has now gone 
through to Washington. Just a word about conditions of travel for 
Koreans. One can see school children going to and from school rarely 
in anything but freight cars, and crowds of them are on the steps and 
couplings, the tenders of engines, and so on, It really is appalling 
Railway warehouses are very important. In fact, warehouses of all 
kinds are important. When covered storage is not available, ma- 
terials which deteriorate in rain cannot be offloaded and freight cars, 
and so forth are held up, and the whole effect is cumulative. 

Mr. Brownson. Mr. Meader. 

Mr. Mraper. Mr. Jepson, before you leave the railways, and I 
understand that you are about ready to go on to the marine trans- 
portation, I would like to ask about the revenues available. Are 
they enough to cover the cost of operations and equipment? I raise 
that uestion because of the statement made here a few minutes ago 
that there has been no increase in fares. 

Mr. Jerson. That is true, sir. They are quite unrealistic. There 
has been no increase in freight rates for nearly 3 years. There has 
been no increase in passenger fares since 1952. The freight rates 
and passenger fares are fixed by the National Assembly. It is a 
matter of law—the fixing of maximum fares and rates. There is at 
the moment a bill before the National Assembly to increase freight 
rates and passenger fares by 300 percent. The responsible committee 
has already signified its approval to this increase and in the opinion 
of the officials I talked to, the Korean officials, that is, it does sound 
as if there is more hope of the increase being approved this time by 
the National Assembly. Last vear the same request for an increase 
was rejected. 
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Mr. Brownson. Are there statistics to show whether or not that 
increase would be more nearly in line with the actual costs of oper- 
ations? 

Mr. Jepson. Yes, sir; in submitting the case to the National 
Assembly the Korean National Railway and the Minister of Trans- 
portation have worked out a case which shows on paper that it will 
almost make their revenues meet their expenditures. Personally, I 
don’t think the increase is nearly enough to do very much good. 

Mr. Meaper. Thank you very much. 

Mr. Brownson. I have one other question on the railway trans- 
portation. Who is it that determined the ultimate allocation of 
transport facilities between the military and the nonmilitary traffic? 

Mr. Jepson. The commanding general of the Korean Communi- 
cations Zone. 

Mr. Brownson. He is the one that does determine the allocation, 
the amount of transports that you get every month, the amount of 
transport that the Korean Minister of Transportation 

Mr. Jepson. I should expand that. There is a monthly allocation 
meeting held by the transportation officer of the Korean Communi- 
cations Zone at which representatives of KCAC and a senior official 
of the Ministry of Transportation attend along with other bidders 
for allocation of rail transportation. The bidders are heard and a 
final program for that month is arrived at at that meeting. 

Mr. Meaper. Mr. Jepson, I haven’t read this as carefully as I 
should perhaps, but I don’t see anything in here that indicates the 
capital improvement program which is involved in solving this 
problem. 

Mr. Jepson. No, sir; that purposely is not included as our fiscal 
year 1954 program is not firm. 

Mr. Meaper. | would like to know that figure. I don’t know that 
there is any summary here, but can’t you give us a rough figure of 
what you think is necessary to remove the problem. 

(A written statement given to Mr. Meader containing data on 
overall transportation program including highways and totaling $70 
million follows:) 

ExurBiT 18 


OFFICE OF THE UNC Economic CooRDINATOR FOR KOREA, 
APO 801, October 16, 19458. 
Memorandum to: Mr. Maurice Mountain, staff director, Brownson subcommittee. 
From: Frank L. Turner, acting program officer, OEC. 
Subject: Transportation projects. 
1. During the hearing on Tuesday, October 13, the committee asked for a 
listing of transportation projects in the program. 


2. I hope that the attached will furnish the necessary information. 
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Transportation projects extracted from the economic rehabilitation program of the 
ROK f 3 fiscal yea 1954 


Millions of 
Project United States 
Rail: dollars 
Rolling stock and spare parts nae: ae 
Rehabilitation of fixed equipment and station warehouses « ae 
Extension of the line ; 3. 5 
— 32.6 
Marine: 
Cargo vessels (4 3. 2 
Port and harbor rehabilitation 9.3 
Shipyard rehabilitation .6 
Navigation aids rehabilitation . 25 
— 13.35 
Road: 
toad rehabilitation and improvement =o 
Trucks 4.5 
Spare parts and tires xe 
1S. S 
Urban: Streetcars 1.3 
on 
Handling: Cargo handling equipment - 
—— 1.3 
67. 15 


In addition the following items are included in the Defense Support section of 
the program. 


tailway crossties 


2.5 
Railway passenger coaches 22 
Railway freight cars 5 
Railway spurs to ROK military depots 5 
5. 7 


The foregoing figures are taken from the overall program as presently planned. 
As the program develops it may become necessary to make changes in the amounts 
allocated to the various projects. 

Mr. Jepson. The program, sir, for fiscal year 1954 is approximately 
$40 million. That is by no way final. We have a certain amount of 
money for freight cars and shipments. Apart from that we don’t 
know our ceiling of money yet. In fiscal year 1955 we have stated 
what our minimum requirements are, but I don’t think that we are 
likely to get the amount of money we have asked for. It is very 
theoretical at the moment. 

Mr. Woop. This is the process of programing. Each of the division 
heads requests what he tl hinks | he needs, and then my office has to work 
it out with the division and the ROK office of planning to determine 
what we can have for the purposes for which it is requested. While 

are on transportation, where does the amount now stand? 

Mr. Turner. The amount for fiscal year 1954 now stands. It has 
been agreed to. The amount for fiscal year 1955 has yet to be worked 
out. It is still subject to further consideration because we have in 
every case a larger budget recommended by every division than we 
are going to be able to finance. 

Mr. Woop. What is the amount for fiscal year 1954? 

Mr. Turner. The amount for fiscal 1954 in the field of transporta- 
tion 

Mr. Jepson. I think you will find it approximately $40 million. It 
isn’t definite because of the various things being worked out. 
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Mr. Woop. Let’s talk over the rail transportation. That is the 
total of all the transportation requirements. 

Mr. Turner. This is shown in annex 5e6, under the category of 
transportation, communications, power, and public works. The rea- 
son at the moment I can’t give you the exact ions s for transportation 
is because this total of $111 million covers communications as well as 
harbor facilities and some uae works. But we can break it down 
for the committee 

Mr. Mraprer. How much of the $40 million, Mr. Jepson, would 
represent rail improvements? 

Mr. Jepson. The actual figure in the program is $4 million. That 
is to cover only the rail transportation other than rolling stock as seen 
on the previous three charts, for the naa balibetien of the lines not 
under military control plus the reconstruction of buildings, water 
systems, and signaling throughout the whole system. 
~ Mr. Meaper. Could you give me a rough estimate of that 50 miles 
of track that stands east of the rest of the railroad system? 

Mr. Jepson. Yes, sir. I will give vou the estimate of the cost we 
have at the moment. It is subject to revision, sir. It is at this 
moment being revised because we have felt that the Koreans in their 
planning could make certain economies. For one thing they origi- 
nally intended to line their tunnels 100 percent, but with the advice of 
the chief engineer of the Third TMRS, that is, as Third Transporta- 
tion Military Railway Service, which is the military unit in charge of 
the railway operations, they are now working on the basis of lining the 
tunnels about one-third. The final standard depends on what is found 
as work proceeds. On that sort of thing we have made suggestions, 
and we hope to cut these figures down quite considerably. As it 
stands at the moment, the total cost is almost $4 million of imported 
materials plus 1,698 million hwan. In the first year we have pro- 
gramed $1.5 million for imported materials. 

Mr. Meraper. Thank you. 

Mr. Jepson. This chart is intended to show only the rehabilitation 
necessary after the invaders were repelled, roughly what has been 
done, and what the program will achieve in 1954. The fifth point I 
would like to make is that in order to transport men and materials to 
the front lines, the military were forced to more or less monopolize 
the whole transportation system which of course was detrimental to 
the civil economy. The sixth point—financial year 1954 is really 
the first year in which funds have been available to attempt rehabili- 
tation of the whole transportation system. Basie planning of our 
programs and the detailed development of them are done with the 
officials of the ministries concerned—mainly the Ministry of Trans- 
portation in our case and also the Ministry of Home Affairs. Many 
of the officials concerned find themselves in a situation that is rather 
beyond them. We have daily contact with them, and it is these daily 
conferences, quite informal conferences, in which our ideas originate 
and in which our difficulties and differences of opinion are ironed out 

Now in overall planning we are very conscious of the fact that an 
efficient, adequate transportation system is a primary requisite to the 
future development of the economy of the Republic of Korea. In 
establishing plans one must first of all settle the role which the different 
forms of transportation are going to play. Our conclusions are that 
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the railways as they now exist should be the principal means of inland 
transport. It will need extending in many directions, as I have al- 
ready said, but it should be the primary means of moving traffi 
inland. Road transportation we consider should be confined to local 
distribution and feeder services to railheads and ports We do not 
visualize the building of main highways to take lone distance road 
traffic. Marine transportation with its natural permanent way in 
any normal circumstances is the cheapest form of transportation; and 
therefore, should carry wherever possible the bulk of intra-Korean 
traffic. It should take care of all the island population and enter 
into foreign trade as far as possible at least with nearby countries 
In conclusion I would like to say that although we cannot achieve as 
much rehabilitation with our program this year as we would like to, 
we do consider that if the program is carried out in entirety, we shall 
be able to give greater assistance in the movement of Korean civilian 
traffic We shall be able to move aid goods satisfactorily and in 
addition render greater assistance to the military movement of traffic 
and personnel. 

Mr. Brownson. Thank you very much for your presentation, Mr 
Jepson. I think that the questions have been very satisfactorily 
answered, and I believe at this time that we should take a 5-minute 
break 

Mr. Woop. Mr. Chairman, we have two items still to come on the 
program this morning; the first of these is agriculture and the second 
is fisheries. I am going to call on Mr. Hamer, who is the Chief of the 
Division of Food and Agriculture, to tell you about some of the main 
problems in agriculture in this country Mr. Hamer graduated from 
lowa State College with a bachelor of science degree in agriculture in 
1939 Kor 6 vears he was engaged in agricultural extension service 
in lowa State College and in agricultural public relations activities 
He has served the U. N. as an agricultural officer in China, and the 
United States Government as agricultural attaché at the Embassy 
in Moscow from 1950 to 1952, in which year he came here to Korea 
to take up his duties as Chief of the Agricultural Division. Mr. 
Hamer. 

Mr. Hamer. Ladies and gentlemen, in the agricultural field we 
have, of course, an ally that can work very definitely for us or against 
us at his whim. In addition to whatever efforts man may do, nature 
still determines to a large extent the outcome of annual profits. In 
Korea there are problems connected with rehabilitation of agriculture 
which are not radically different, but vet which have some differences 
from other foreign aid programs that I have worked with. We have 
had splendid cooperation and assistance from the United Nations 
Food and Agriculture Organization. In going through Korean agri- 
culture with a fine-tooth comb: Beginning in August of last vear an 
11-man team was recruited by UNKRA to contemplate and study 
the problems, Of these 11 men, 3 came from the United States, and 
1 was from the Philippines who had been with the MSA program 
There were also 2 representatives from Canada; 1 French; 1 Indian; 
2 English, and 1 New Zealander. These men spent approximately 6 
months here giving a background study of approximately 5% man- 
years to the analysis of the problem, the pointing up of those most 
difficult problems, posing solutions to those problems, and preparing 
a budget to cover the recommended program. This document has 
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been a terrific help to us in getting our feet on the ground. The 
results, I am quite sure, helped Dr. Tasca and his mission when he 
was here, and is also going to be a continuing basis for reference of 
course, after vour advisers go home because the program they pro- 
posed is roughly on a 5-year Cass. The targets remain approximately 
the same, of course, but the status of development of the program 
would call for revision frequently lam sure. The agricultural problem 
of increasing output in South Korea is our No. 1 target. It is our 
problem as rapidly as possible to increase food production by all means 
possible. The increase of food production, as you can see by this 
chart, has certain definite limitations. Of the total land area of 
approximately 21 million acres in South Korea only about 5% million 
acres are arable. 

Of course the crop acres will run somewhat higher than this because 
there is a certain amount of double cropping. For example, barley 
is seeded in the fall following the harvest of rice which is harvested in 
June with the rice crop again following barley or some other small 
grain. The problem in Korea of feeding the population, as it was 
brought out in several instances yesterday, is not only difficult from 
the standpoint of limitation of available area for cropping, but because 
of the number of people from North Korea who now find their sub- 
sistence in South Korea in addition to the population that has existed 
here normally. As you can see from print 4, the population destined 
per acre of land is probab lv in comparison one of the highest rates in 
the world. It’s not going to be easy to change that figure. Most of 
the increase in agricultural output in South Korea must of necessity 
come from increasing yields rather than from the increase of land that 
is cropped. I don’t mean to say there is no opportunity for increase 
in expanding area. There is some, and our program does not neglect 
that aspect of activity. There are numerous problems that con- 
front us. I'll run through them very rapidly. The increasing 
population is perhaps one of the greatest pessimistic factors to con- 
sider. The population increase is among the highest in the world, 
if not the highest. The limitation on area available for cropping I 
have mentioned. The limitation of areas under controlled irrigation 
is another factor which we are trying to do something about. The 
inadequacy of the fertilizer supply is something that has now been 
solved very well for the past fiscal year, as General Case has pointed 
out, with the imports under the CRIK program, under the UNKRA 
program, and under those imported by the ROK’s themselves. The 
black market in fertilizer as of this moment has been licked very 
well. However, the necessary imports for the future must continue 
to come in until such time as this country produces her own fertilizer 
or there is a balance between imported and indigenously produced 
fertilizer. The insect and pest damage both to growing and stored 
crops has been another problem in which we are only making a slight 
beginning, but which KCAC, under the terms of reference from which 
they have operated, have imported insecticide for use on growing 
vrops in the field for controlling, to the greatest extent possible, many 
of the various diseases, such as rice bore, which makes inroads on 
the rice crop in this country quite frequently. Numerous other dis- 
eases of growing crops have been well handled with the activity of the 
KCAC teams, and the cooperation of the Minister of Agriculture and 
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Forestry in getting the chemicals out to the troubled spots as quickly 
as they showed up. 

Rice crop losses have been very high. The incidence of disease 
has been substantially lowered, which is a point I will go into a little 
later as we go over KCAC’s program in that regard. The farm tool 
situation has been a problem because of the lack of replacement for 
wornout tools that would go on had there been materials, had we not 
had the invasion and the problems of gaining back those that were lost 
or those that were worn out. The low yielding varieties of Korean 
grains are another problem that is staring us very definitely in the 
face and which we are also attempting to do something about. Of 
course, the problem that everyone must mention in getting out a 
program is the shortage of warehouse facilities which is also being 
attacked from various angles. As you get a bird’s-eye view, there is 
less than 50 percent of the rice area of this country that is under 
controlled irrigation. As you know, rice depends on the adequacy 
of water to get the best results. One of our programs which is now 
in progress and which is receiving active support financially in the 
fiscal year 1954 is expanding these irrigation facilities. I might touch 
on that problem at this point. In UNKRA’s 1953 program a million 
and a half dollars has been spent for supplies. Thirty-two thousand 
of the total program of forty-two thousand tons of cement have 
arrived in Korea, and at this time are in the process of being shipped 
out to local irrigation associations. This cement I think you would 
probably find at any important railhead station in South Korea at 
this time. Irrigation activity in Korea is carried out on what I would 
call a fairly well-organized basis. This basis consists of the local 
irrigation association which is formed around a common water-supply 
problem. Each of these local associations, of which there are many 
hundreds in South Korea, is a member of the Korean Irrigation 
Association Union, which is a quasi-governmental agency, and which 
operates on funds from two sources, One source of these funds is 
derived from the sale of vested farmland which the Government now 
has, formerly Japanese. In addition the Government, theoretically, 
makes available a supply of loan funds equaling the money made 
available On 2 subsidy basis These loans are payable over a long 
period of 10 or 15 vears. Experience has shown, however, in the past 
15 or 16 years, or at least since the war, these funds have been very 
slow in maturing, very slow in becoming available. 

Its a matter of collecting them and a matter of making them avail- 
able by the Government, who usually under this present system of 
deficit financing are so terribly short that this area of activity has 
suffered. Our import of the cement under the UNKRA 1953 program 
as well as reinforcing steel and other materials necessary to go into 
the construction of dams and reservoirs are now in the process of 
arriving. This steel has been allocated as well as the cement to indi- 
vidual associations under a plan agreed to by the ROK Government. 
UNKRA has not had to date, any hwan funds to make available for 
this activity. The 1953 program is composed of UNKRA’s import of 
materials against ROK finance. Yesterday the National Assembly 
completed some action which will soon make available hwan in the 
approximate amount of 2,100 million I understand. That doesn’t 
mean they will all be available at once, but the legislation has been 
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passed which will, if the loan funds all come through, make a sub- 
| amount of hwan funds available for this activity. I feel that 
the irrigation program contains one of the greatest factors, when 
coupled with an adequacy of fertilizer supply, in assisting the produc- 
tion of grain in South Korea to be pushed ahead as rapidly as possible 
I would like to touch now on the general overall food problem, one in 
which I know you are all interested. This chart will give you a short 
resume of rey food production. Now I know the first question you are 
roing to ask is according to whose figures Here I have used the ROK 
iwures “serene to this table we see the area in the Ser ‘ond column, 
he production in metric terms in the third column which ranges for 
945, from an estimated 2 million-some metrie tons to an estimate for 
953 of 3.411.000 tons If this predictic hn comes true, vou can see it’s 
the largest crop since 1948 —almost on a level with 1949. I should 
say at this point that the crop survey was made jointly by the KCAC 
and the ROK Government for the summer crops which were harvested 
in June. A survey is now in the process of taking place of surveying 
the fall rice crop. It will be some time before the figures are available. 
These are the preliminary estimates as recently released by the ROK 
Government. Historically I think perhaps you realize that during 
the Japanese period in Korea a very tight svstem of food collection 
was in progress. 

The system was very rigid demanding from truck farmers amounts 
of grain which many times left them crucially short. One of the 
real end uses of any figures that are produced on production of food 
grains in South Korea , of course, is its use as a basis for figuring 
a deficit A deficit in grain aah of course, is a" direct interest 
to those who are aoa ing programs. If, for example, the 1952 pro- 
duction was higher than estimated by the ROK’: s, and I think that 
there is probably no question that it was, I think allowance has to be 
made for the fact that the self-supplier, the man that produces the 
grain, will have consumed more himself, substantially more, and | 
question whether the increase would reflect very much in terms of 
decreasing the need for import. Our aim in food production is as 
quickly as possible to make this country self-sufficient. You have 
probably —. about the ROK plan to export rice this year in the 
neighborhood of one hundred fifty to two hundred thousand tons. 
Now that is not a net export by any means. We feel it is a step in the 
right direction because in the long run the developing of any adequate 
source of foreign exchange must not exclude the use of any rice that can 
be exported because it will find a ready market in that the rice eating 
population of the world is increasing faster than the rice supply. 
Therefore, as part of the program we are happy that the ROK Gov- 
ernment sees the necessity Nor embarking upon a campaign of changing 
the eating habits of their people insofar as possible to include such 
other cheaper grains, so far as dollar price is concerned, but still giving 
roughly the same caloric value as the tonnage of rice that they would 
export. I don’t know whether it has been determined yet whether the 
additional foreign exchange that would be incoming as a result of the 
rice export will be used for the procurement of additional grain or be 
used for other imports. I don’t think that determination has as yet 
been made. Therefore, we feel it incumbent upon those of us working 
in the field of agriculture to work very closely with the Minister of 
Agriculture; in all ways possible to get ourselves in such positions that 
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they consult us before making any far sweeping moves with respect to 
a grain policy. We have been making progress in that respect, but 
as of a few weeks ago there has been a change of Ministers, and it re- 
mains to be seen how fast we can instill confidence in us as far as the 
new administration is concerned. 

But the policy in the grain supply and the control of the indigenous 
grain has such great effect upon the whole agriculture program that 
we feel it’s one of our duties to advise and assist in every way possible 
in developing the proper policy. I would like at this point to give you 

brief summary which does not pertain to this chart, however, of the 


programs that are presently in progress. As has been mentioned 
several times the fertilizer problem has been pretty well solved for 
this present vear, and the food has been covered previously. We 


feel that perhaps one of the greatest forces that perhaps can be brought 
to bear not with an immediate effect but with a long-range effect is 
the program of assistance to the ROK Government in developing an 
agricultural extension service. ‘There was an unfortunate experience 
in connection with the agriculture extension activity here under 
military government. The ROKs did not like the agriculture exten- 
sion setup used then. They have a lingering suspicion and doubt 
in their minds about the instituting of another system, so it’s going 
to be a problem that must be worked out slowly, cautiously, but 
nevertheless, keeping in mind what we feel is the absolute necessity. 

Mr. Brownson. Mr. Hamer, at that point why did they object 
to the agriculture extension system that was used during the military 
vovernment? 

Mr. Hamer. It is my understanding that the agriculture extension 
system that was organized at that time was not built into the Korean 
Government, we might say, from an echelon to echelon basis. The 
need was felt to find the best technicians available, the most fitted for 
a number of jobs. Agriculture extension at that time was organized 
in such a way that salaries were paid which were higher than those 
received by the regular government workers at the various levels. 
Being supernumerary, it was one of the facets of activity that was 
eliminated when the ROK Government came into being 5 years ago. 
We feel that although hundreds of thousands of tons of supplies are 
being imported into Korea, the ROK Government cannot achieve 
economic stability in the long run unless agricultural knowledge is 
spread more through the country. There must be activity in the 
provinces, which will assist the ROKs in developing demonstrations 
on the use of fertilizer, for example, setting up plots, comparing 
different application rates, comparing the use of composts with com- 
binations of fertilizer, helping them to see that fertilizer is not am- 
monium sulfate only, helping them to realize that a balanced program 
of fertilizer is necessary, and can add substantially to the yield 

This type of activity of demonstration and teaching must run 
throughout all phases of the program, and that is one aspect of activity 
which we feel is a must. It is one in which very little has been done. 
UNKRA is importing under their 1953 program a substantial amount 
of newsprint and Korean typew riters. They have alre ady procured 
from the Korean production through raw material supplied to the 
producer 700 bicycles to be used for the local village leaders in con- 
tacting a wider area of the farm population. These materials are 
arriving. It is hoped that additional activity which in the new 
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organization setup will be KCAC’s responsibility, will be supplied on 
this foundation. ; 

Mr. Brownson. Are you sure that the importation of more type- 
writers will accelerate the flow of the information? 

Mr. Hamer. Well, our hope is, instead of importing the printing 
plants that were requested, which we felt were unrealistic, that more 
simple equipment would be more beneficial. When a section of a 
bureau or a ministry wanted to go into the printing business, we felt 
that settling for Korean typewriters which could cut stencils and put 
out mimeographed leaflets was a better compromise. 

Mr. Brownson. I am inclined to agree with you. In last vear’s 
crop, to talk about something specific, what was the forecast that you 
had made? 

Mr. Hamer. There were two estimates, a ROK and a United 
Nations estimate. 

Mr. Brownson. | was interested in comparing the forecast with 
how the crop actually did come out. 

Mr. Hamer. Well, I don’t think anybody will actually ever know 
the exact figure, because there is no adequate figure ever arrived at on 
statistically sound bases. 

Mr. Brownson. Let’s just take rice alone. How did your rice 
forecast compare? 

Mr. Hamer. The ROK Government estimated the rice production 
last year at 9,200,000 suk, which is about 1,300,000 tons. The esti- 
mate made by Dr. Culbertson, when he was here, was over 13 million 
suk, which is slightly under 2 million. A wide gap in that. 

Mr. Brownson. We estimated 2 million, and they estimated how 
many? 

Mr. Hamer. The 13 million suk would be about 1,350,000 actually. 

Mr. Brownson. And we estimated 2 million. 

Mr. Woop. No; that was Dr. Culbertson’s estimate, and the ROK 
Ministry of Agriculture estimated about 1,300,000 compared with 
1,800,000. 

Mr. Hamer. About a half a million difference 

Mr. Brownson. How did it come out? 

Mr. Hamer. Nobody will ever know. 

Mr. Woop. Isn’t there considerable evidence to prove, however, 
that it was closer to our estimate than to the estimate of the ROK 
Government, Mr. Hamer? 

Mr. Hamer. I think the answer I would make to that is probably 
somewhere in between. How nearly halfway, I do not know. 

Mr. Woop. The statistical reporting leaves much to be desired, as 
you can well imagine, Mr. Chairman. 

Mr. Brownson. This would be a very fertile field for forecasters 
inasmuch as you never have any opportunity to check up on their 
statistics. 

Mr. Hamer. We are attempting to do something about that though, 
Mr. Chairman. In our program of 1954 we are attempting to imple- 
ment a recommendation made by the FEC mission by bringing to 
Korea technical assistants to help the Korean Government to develop 
a statistically sound method of analyzing their problems. It is 
even more important to Korea for instance, than it is to us in the 
United States. They have no bonded system of warehousing, no 
record of freight car loadings, no accurate record of livestock. They 
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need to know in advance what their import needs are going to be 
in order to have them in time. I am not too sure that the best 
qualified technical assistants in this phase might not be from such a 
country as India where they have had more of this same type of 
problem. We hope to work closer with them and find the best 
technicians available to solve this problem as soon as possible. 

Mr. Brownson. I seem to notice some small sentiment going 
through the Capitol Building here which might possibly complicate 
the bringing in of an Indian technician in the near future. 

Mr. Hamer. You're right. 

Mr. Brownson. Do you have any questions, Mr. Meader? 

Mr. Meaver. Well, ves, Mr. Chairman. In the chart you had up 
a few minutes ago I thought I saw a lot of figures about the rice 
problem 

Mr. Hamer. I mentioned that these were ROK figures. That’s 
not rice. That is rice, all small grains, beans, and potatoes reduced to 
a polished rice equivalent based on the various factors that apply for 
reducing those to a polished-rice-equivalent basis. 

Mr. Meaper. So is the system of reporting then essentially the 
same over the pe riod of years shown there? 

Mr. Hamer. The figures that I have shown on this chart are all 
ROK Government figures. The extent to which there is uniformity 
in the way that they were done, I am not able to answer, but one thing 
it does show is the trend in produc tion. 

Mr. Meaper. Well, they really don’t mean very much then, do 
they? The figures on el charts showing the 1953 crop at 
3,411,000 

Mr. Hamer. Metric tons. 

Mr. Mraper. Metric tons. And the 1952 crop at 2,343,000 metric 
tons. 

Mr. Hamer. I think it does show us that even the ROK Govern- 
ment themselves are going to admit a substantial increase this year 
over last year. These are done on substantially the same basis as far 
as I understand. 1s that correct, General Case? 

Mr. Meaper. That is quite a substantial increase. 

Mr. Hamer. Decidedly. 

Mr. Meaner. And it isn’t, as far as you know, due to any difference 
in crop reporting? 

Mr. Hamer. No. I would say that there is no difference to be 
attached to that at all. You will notice that the rains came ata 
time when there was, perhaps, less runoff, and the available reservoir 
space as far as rice is concerned will perhaps be able to catch more of 
it, and | think it shows very definitely, also, the combination profit 
of an increased rainfall and an increased supply of fertilizer. 

Mr. Brownson. Mrs. St. George, do you have a question? 

Mrs. St. Grorcr. Yes, Mr. Chairman. What is the system 
presently in use for the collection and distribution of grain? 

Mr. Hamer. The system presently in use for the collection of grain 
is based upon the need, of course, for the Government to get grain 
from the rural producers for the urban population. Various avenues 
of securing that grain have been set up. For example, if I am a 
farmer and have received vested property, vested land financing from 
the Government, I may repay that partially in grain rather than in 
cash. If I receive fertilizer, | may pay for that fertilizer in grain 
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rather than in cash There are other avenues of collection which 
also apply in similar ways. That is not a detailed explanation, but 
in general it gives the idea 

Mrs. St. GeorGe. And it is fairly satisfactory? 

Mr. Hamer. I wouldn’t say that it is fairly satisfactory. I think 
it needs considerable study Considerable advice and assistance 
should be given to the ROK Government to help them get in control 
of as much grain as possible. As you perhaps know, the Government 
employees have been receiving grain to a certain extent in lieu of 
cash, as one of the categories to which grain was rationed. This 
represents a very real need on the part of the Government. 

Mrs. Sr. GrorGe. I am a little astonished that they are so short of 
rice grain now because I was always under the impression that Korea 
was a great rice-producing country, a country from which grain was 
always exported. Now we seem to come up against a situation 
where they need to bring in help in that direction also, Do you think 
that is going to continue? 

Mr. Hamer. There has been considerable deterioration, of course, 
in their varieties of grain here without any additional replacements, 
which is resulting in lower yields. I think if we will go back to the 
Japanese period, as | mentioned there was a system of control which 
limited that part that could be retained by the self-supplier for his 
own use which was very difficult, and it does not exist now. There is 
no program to control what IS retained by the farmers. | don’t think 
we can expect Korea to be an exporter of food in the next several 


vears. Possibly by 1958 she might be in the position if all of these 


) 


programs | have mentioned, and | will talk about, ean vet our support, 
technicians can be trained, rie mproved, and warehouse and storage 
loss S cul down 

Mr. Woop. Korea can, however, gain foreign exchange by the 
svstem olf exporting high-pric ed rice and importing the caloric equiva- 
lent of lower priced grains 

Mr. Hamer. We feel like encouraging the ROK Government in 
that line. 

Mr. Brownson. I understood that the Tasca Board recommended 
that rice figure by some 260,000 metric tons for a buffer stock. 


Hamer. That is correct. 


| bROWNSON. What is the feelu O here? 

\ HAMEI Looku oO bac] over what has happ¢ ned in the past 11 
months that | have been here, We have f« und that prey ious to the 
harvest of the grain crop last June and throughout the preceeding 3 
months, and at other times but to a lesser degree, there has been a 
terrific amount of cross hauling of grain supplies that were in one 
place to put out to buyers somewhere else. We feel definitely that 
ther ould bi pe rhaps not less than 200,000 tons buffer to help to 


Now there is a program of 
construction of internal warehouses in part of 1954 that would assist 
materially in internal storage of these buffer supplies. 

Mr. Brownson. Is that warehouse supposed to provide storage for 
the 260,000 metric tons? 

Mr. Hamer. The 260,000 tons is not here, and it won’t be here for 
some time. Programs are being implemented for construction of 
port-\ arehouse facilities, railhead facilities, and also internal-ware- 
house facilities which could take care of that, I feel quite sure. 


keep down this senseless cross hauling. 
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Mr. Brownson. I heard some people express the opinion that a 
normal amount of hoarding provided a certain buffer, but, of course, 
you can’t put your finger on the hoarding to eliminate the cross 
hauling. 

Mr. Woop. Mr. Chairman, General Case has some figures that 
might throw some further light on the question asked by Mrs. St. 
George, if you wish to hear from him at this moment 

Mr. Brownson. Yes: if you please 


Brigadier General Casi io emphasize something that | didn’t 
make quite clear yesterday, about 1935 the population of the present 
area of the Republic of Korea was about 13 million persons. The 
production of food was about 2 million metric tons During that 


period all of Korea exported about 1 million metric tons, and the 
proportion from the Rey ublie of Korea was about 600,000 metric tons 
In 1953 the population of the Republic of Korea was between 20 and 
21 million, and the total production of grain even in this sood veal 
is about 3,400,000 metric tons. From that area the last 3 or 4 years 
the average production in Korea for about 21 million was about the 
same as for 13 million in 1935 wh 
of Korea. 

Mrs. St. GeorGr, Thank you 

Mr. Brownson. Thank you very much, General Case. Do you 
have any further questions, Mr. Meader? 

Mr. Mraper. No. 

Mr. Brownson. Thank you very much, Mr. Hamer, for your 
information Thank Vou, General Coulter and General ¢ ‘ase, Thank 
you, Mr. Wood, and | think that will probably adjourn the hearing 
at this time 

Mi Woop. Very vood, sir Could I say just one word by wav ol 
summary before we adjourn? Have you got another 2 or 3 minutes 
or are you In a great rush? | can do this later, if you like 

Mr. Brownson. You are primarily the people that lay down the 
schedule and the schedule calls ior us to move some other place now, 
does it not? 

Mr. Woop. Yes. You leave at 0100. | cuess we better not have 
any further talk then now, and I will see you later with a few con- 
cluding remarks that I thought might put some of this into focus and 
perspective 

Mr. Brownson. I think maybe we can do that Friday night, Mr. 


Wi » Ye! ° 


(The meeting adjourned at 12:10 p. m 


ich explains the deficit in the Republic 
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FRIDAY, OCTOBER 16, 1953 


House oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Seoul, Korea. 

The subcommittee met, pursuant to call, at 9 a. m., at the Eighth 
Army Headquarters, Seoul, Korea, Hon. Charles B. Brownson, (chair- 
man of the subcommittee) presiding. In addition to the chairman, 
Congressman George Meader and Congresswoman Katharine St. 
George were present. 

Also present: Maurice J. Mountain, staff director, and Edward C. 
Kennelly, counsel of the subcommittee, and Belton O. Bryan, State 
Department escort officer. 


STATEMENT OF GEN. MAXWELL TAYLOR, COMMANDING GENERAL, 
EIGHTH UNITED STATES ARMY 


Mr. Brownson. Well, General, we’re not here as a military opera- 
tion subcommittee; we’d hoped to be here with the Riehlman sub- 
committe »e which is particularly concerned with the military operation 
We're actually concerned with military operations as they tie in with 
the military government and with the relief and rehabilitation. We 
had, I think, a fairly complete briefing at General Hull’s headquarters 
on the overall military situation. We were particularly interested in 
talking with you about the way the military dovetails with the civilian 
agencies here in the overall relief and rehabilitation program. 

General Taytor. Well, as a matter of fact, the Eighth Army has, 
by deliberate policy, been relieved from most of that sort of thing 
and the direct responsibility for civilian relief has, I think properly, 
been given to the Communication Zone and also the KCAC organiza- 
tion. Of course, we are tremendously interested in the whole business 
and if it fell down we would feel the effects of it right away. In our 
Army area north of the Army rear boundary as you have been told, 
I’m sure, we do become involved in the distribution of supplies but 
only more or less as a supporting unit by the relief program. North 
of the 38th parallel we actually have military government but that 
has very little significance except over on the east coast where there is 
a very sizable population along the coast. There the corps com- 
mander, General Lee, is the military governor. Practically it doesn’t 
make much difference to him, though, whether the population is north 
or south of the 38th parallel as far as the practical working is con- 
cerned. The only difference, and a more legal one, is south of ‘the 38th 
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parallel the ROK Government still retains sovereignty whereas north 
of the 38th parallel, as you know, the UNC has sovereignty. 

Mr. Brownson. Well, within your Army area then, the Communi- 
cation Zone people actually have civilian crovernment? 

General Taytor. We’re right in the flight path out of K-16. They 
have actually local military and local government rule every place 
In my area Where you have a village the normal local government 
is in effect North of the former line there are no civilians, hence 
there is no problem; there is nothing to govern so to speak and that 
is most of the area north of the 38th parallel] but not entirely. 

Where you do have communities north of the 38th parallel local 
rovernment is in effect, but the channel of command so to speak 
goes up to the local military governor who is the corps commander. 
South of the 38th parallel you do have a great many cities and a 
great deal of civilian population. There again local government is 
in control and the channel of responsibility goes back to the governor 
and back to the Federal Government which is here in Seoul. Then 
in both areas there is a distribution of supplic Ss Kach one of these 
corps commanders has a civil affairs officer on his staff, and he ad- 
vises KCAC where the supplies should go and then assists KCAC in 
distributing these supplies. That’s the general procedure. 

Mr. Brownson. I presume that all types of plans have been laid 
to take care of any eventuality that may occur after this 90-day 
period? 

General Taytor. Well, from a military and civil assistance stand- 
point, ves 

Mr. Brownson. Does that also affect the civil affairs? 

General Taytor. Not necessarily so; there’s no reason why it 
should Of course, it all depends on the course of events. If we have 
a new shooting war or at least a civilian conflagration, plainly it will 
affect it very drastically but no one can predict. 

Mr. Brownson. The effect there 1 meant was in case of either a 
new conflagration or civil unrest or disturbance, would you then 
take over the civil affairs responsibility within your Army area for 
the communication zone? 


General Taytor. Just as far as necessary. Actually if this thing 
became very serious I'd take over the Communication Zone, and the 
plan is for unity of command if that becomes necessary. J haven't 


wanted it in time of fighting. I want to look north and net south 
I might well find south more important than north. But, we are 
all prepared to make any of those changes of relationship which 
might be dictated by the requirements of the situation. 

Mr. Brownson. Do you have much transfer of personnel, General, 
from the Eighth Army to any of the relief and rehabilitation agencies 
or are most of those personnel brought directly from the States? 

General TayLtor. Most of them are from the States or from the rear. 
There is a constant rotation out of my army of people who apply for 
it, as they are allowed to transfer out after about 10 months. They 
can go to the rear and go to KCOMZ or go back to Japan in our inter- 
theater rotation. Where they end up I never know. I don’t doubt 
we'll find some Eighth Army personnel in these agencies, but I’m sure 
there’s no deliberate policy of placing them there 

Mr. Brownson. They do have a right to transfer out after 10 
months? 
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General Taytor. Yes, they can request it. 

Mr. Brownson. Request it but not necessarily receive a transfer? 

General Taytor. It has to be approved before they go on and 
report to the service We try to approve these requests as & matte! 
of morale. 

Mr. Brownson. Does somebody have to want them before the 
request can be approved? 

General Taytor. No, it really has to be in reverse The y have to 
be in a position where they feel that they can’t be replaced heré 
otherwise thev would vo back and be reassigned They mav go, too 
of course, most ol Ih\ people are combat people A man may be a 
batallion commander in the infantry and may go back to Japan and 


find himself running’ a post exchange or he assioned to some of thes 
other agencies in he rear It’s ditheult; we hever mateh skills In 
other words, here in the Eighth Army it’s combat skills and back 


there it’s military skills 

Mr. Brownson. Again it’s possible that that same man if he had 
skills or if he had military records such that he couldn’t be used very 
well in Japan, might go back stateside? 

General TayLor. Back where? 

Mr. Brownson. Back to the States 

General Taytor. Well, he will, they all go back after 16 months 
There’s very little going back until it’s a policy, as a matter of fact, 
nobody will go back until he’s served 16 months in Korea or an 
equivalent if stationed in Japan 

Mr. Brownson. What I was really trying to find out. I remember 
in the First Army we did quite a little dumping of military government 
people, and I just wondered if there was any tendency on the part 
of combat commanders to move out personnel and dump them 

General Taytor. Well, not directly, because, as I say, we just 
simply report an officer available for assignment out of Korea to 
go back to the Army in Japan. Where he is assigned we never know 

Mr. Brownson, It would be theater level that handled that trans 
action. Any questions Mrs. St. George. 

Mrs. Sv. Grorae. | think this should go off the record. 

(Discussion off the record, 

* * ‘ * ‘ ‘ 

General Taytor. They have the same human tendency of believing 
what they want to hear. 

Mrs. St. GrorGr. That’s right. 

General Taytor. There may be a certain amount of that, how 
serious it is | wouldn’t want to say. 

Mrs. St. Georar. There are a great many people at home who 
feel that way, but I don’t think they are by any means a majority. 
In fact they are just a minority, and we are fortunate that these 
people got the impression that that was the situation. 

General Taytor. Well, I guess I feel that’s our official repre- 
sentative. 

Mr. Brownson. As a matter of fact, General, parenthetically, it 
has a very interesting parallel to the popularity of President Eisen- 
hower. President Eisenhower is an extremely popular person and 
yet some of the issues which he has brought up have been rather 
unpopular which doesn’t seem to affect his personal popularity a bit. 
That’s exactly the way with Syngman Rhee, he’s highly heralded, in 


50597T—54 5 








106 RELIEF AND REHABILITATION IN KOREA 


fact, devoutly worshipped by a segment of the population but that 
doesn’t mean that they necessarily like what he’s doing. They admire 
his courage, they admire his stand, and they admire him for what he 
stands for but they still disagree quite frequently with some of the 
things that he does. 

General Taytor. I’d like to point out that’s very difficult to under- 
stand in an oriental country. 

Mr. Brownson. Yes 

General Taytor. Our own ROK friends here can’t understand. 
I, as a friend, might disagree violently with a policy, that is hostility 
essentially put as they see it. 

Mrs. Sr. GeorGe. | think that was very apparent when we spoke 
to the President because he put everything on a personal basis. 

General Taytor. Very much so. 

Mrs. St. GrorGe. He said they were so grateful to President 
Truman. He said that it was President Truman who had helped 
them and now they were so grateful to President Eisenhower who had 
given them the $200 million. There was no question of anything else. 

Mr. Brownson. You’ve got a perfect example right there on the 
streamer of the general’s flag. The citation from the Republic of 
Korea which bears the President’s name on it. You would never find 
that in any Presidential citation award of any type in the United 
States except for the citation itself. 

General Taytor. It’s a very personal relationship here—the man, 
the government, the country and the world on the outside. 

Mr. Brownson. That may be one of our big problems in under- 
standing. Have you had any, in your contacts with the military 
government, with the many agencies that are set up here. Have you 
got any good ideas or suggestions that you think would simplify your 
relationships with them in any way? 

General Taytor. No. Actually my relations with them have been 
very good. As I say, it’s relatively simple in the Army area. The 
complexity, as you have observed, lies farther south with the large 
civil communities. I really have no constructive suggestion insofar 
as this area is concerned. I’m very much interested in this United 
States Armed Forces aid to Korea program which, as you know, has 
just been authorized. I do feel that that’s going to be a secondary 
activity of the Army both here and in the Communication Zone which 
will be very much worth while and will tie in and dovetail very much 
with this direct-relief program. It won’t be relief but it will certainly 
supplement it. Are you aware of that? 

Mr. Brownson. No, I’m not. I was just trying to leaf over some 
of that. 

General Taytor. General Hull has just received authorization to 
authorize me to use military supplies, under certain conditions, for 
the purpose of assisting in the rebuilding, reconstruction of schools, 
cultural centers, hospitals, and that sort of thing, subject to non- 
interference with military requirements. Now I’ve had the program, 
exactly that program as a matter of fact, going thus far but without 
authority to use any military supplies. Our contribution in the past 
has been dollar contributions from soldiers, and this Army has col- 
lected between one-half and a million dollars of voluntary contribu- 
tions to maintain the schools and hospitals and that sort of thing in 
the Army area. Taking that purely voluntary act of initiative on the 
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part of the soldiers really as a springboard, we decided to organize it 
as an Army program, and in effect the whole area is compartmented 
under command responsibility, just as if it were a battle responsibility, 

for looking into the schools, the villages and so on and seeing to what 
extent we can help by lending equipment and lending supervisors 

but no laborers. All labor is to be done locally. By the combination 
of military assistance and civil contribution of raw materials and of 
labor, we have built a surprising number of schools. 

Mr. Brownson. Now you go back into the field where it is possible 
for you to use military. 

General Taytor. Yes, we can go further now in cement, nails, 
boards, and things of that sort, as long as it is in the supply svstem. 

Mr. Brownson. Is there any overall limitation on that? 

General Taytor. What? 

Mr. Brownson. Is there a dollar limitation? 

General Taytor. Yes, I understand that I’m going to be given a 
$15 million ceiling for approximately a calendar year. Now nothing 
remarkable is going to spring up in the next month or two because 
the Army in this period is fortifying, winterizing, and that sort of 
thing, but I hope that after the turn of the year we can res ally get into 
this and by next summer you’d have visible evidences of the work 
of the Army and all it’s doing. I think it will have a far-reaching 
effect not only in actual help to the aed ‘but also in their relations 
and attitudes toward us. 

Mr. Brownson. Now let’s see what kind of coordination you're 
going to have there. Are you going to have to coordinate with 
KCOMZ who are already in the area 

General Taytor. I’ll run the whole program, so I'll have authority 
to go down and coordinate throughout the entire peninsula. By the 
way, I'll decentralize the setup with KCOMZ and up here to my 
corps commanders and Air Force men around all the airbases. 

Mr. Brownson. In other words, you will go to the commander of 
KCOMZ, and he will deal with the civil affairs people who decentral 
ized that function to that extent where they operate. 

General Taytor. I would imagine that he would have a Pusan area 

Mr. Brownson. Yes. 

General Taytor. You will have to pick the bigger centers of an 
area and concentrate there. You can’t very well work in all the 
provinces, especially at the start, so I imagine he will have the area 
of responsibility assignéd to the local commander just as I have as- 
signed the corps commanders responsibility to all the corps areas. 

Mr. Brownson. Does that program have an official designation vet? 

General Taytor. We have named it the United States troop aid to 
Korea. That’s our local title for it. 

Mrs. Str. Georce. That’s a good title. 

General Tay tor. It’s just getting going, although its models are 
being worked on today. Up in Uijongbu you find a school, a hospi- 
tal, and two churches that the troops have built just out of dollar 
contributions. 

Mr. Brownson. That has been a wonderful manifestation cf the 
troops’ good will, and I think it meant a lot more at the outset than it 
would had Federal funds been available. 

General Taytor. Well, I think so, too. 

Mr. Brownson. It has shown a relationship that’s human. 
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General Taytor. They really get the credit for the idea. 
Mr. Meraper. General Taylor, what progress has been made in 
building up the Republic of Korea Army? 


. x * * +. + * 


General Taytor. At the outset we thought our asset was a rugged 
infantry to go forward and hold terrain and that sort of thing. We 
doubted, for exampl that we could make artillerymen out of them 
Well, I lost that impression when I visited Fort Sill when I was still 
Deputy Chief of Staff in Washington, and found that the ROK 
rtillery officer classes were making higher marks than our own 


A 


merican officers wert Working through interpreters, which is 
alwavs a handicap, slows thines up When | came over here, ] found 
the ROK artillery was really superior, superior in many ways. They 


looked better and in certain functions, the fire direction center and 
things of that sort, they ran better. Well, of course that’s true 
because they sat there and did that for 2 years alone and never did 
anything else. They are not supermen; we don’t want to overstate 
this, but we’ve found that the make excellent artillervmen Then 
the next step was, can they maintain this complex and extensive 
equipment we’re giving them? Well, at the outset their motor main- 
tenance was extremely bad, but we have made a great drive now in 
teaching motormen; we've started them to school. We have at 
Quon-Ju, which is a place down in the south, the first military center 

Mr. Brownson. I notice you have an artillery school, infantry 
school, signal school, and tank school, all in one area 

General Taytor. Then again this technical type of training is 
given both to enlisted men and to officers to assist them in main 
taining equipment of all types To make a long story short, ou 
maintenance is getting now so that in a ROK division, if they've got- 
ten American equipment—they’ve had a lot of Jap trucks in the 
past which are about to fall down anyway, their ability to maintain 
them is not very good—you'll find that their deadline is about 5 to 6 
percent. We consider in our units 5 percent inacceptable. We like 
to get below 4 percent, but they are close to our level of maintenance 
how 

Mr. Brownson. That’s ver\ encouraging. 

Mr. Mraprer. How about aircraft, their airports and then, if they 
have any, Navy. Are they developing at all? 

General Taytor. I’m sure they are. I can’t speak with authority 
on that because |] just have a conversational knowledge of it, but now 
in Pusan, again, they have a rebuild shop there for Ordnance equip- 
ment to include trucks and weapons, where they take these trucks 
that have really been almost demolished and really rebuild them 
They take them completely apart and put them all together by 
assembly line proposition. It is patterned on the great shop in 
Onamma in Japan. 

Mr. Brownson. Yes, I’ve been through that 

General Taytor. Well, it’s a little Onamma, and there again we 
are finding that these fellows can learn any of those skills They don’t 
learn them overnight, but they can be given proper instruction and 
supervision. They learn them and then they sit there patiently for 
a thousand vears doing that same operation over and over again. 

Mrs. Sv. GrorGe. They are probably ideal for assemblymen. 
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General ‘Taytor. They are the ideal assemblymen type industrial 
workers and that same experience convinces me that if they brought 
industry in here, that type of skill would be available in consider: ible 
quantities. 

Mr. Meaper. How about their leadership, their officer personnel? 
Are they developing the capacity to make — and use imagina- 
tion and soon? It raises that question which we’ve heard everywhere 
that the Japanese technique was to keep Koreans in menial positions, 
and I wonder if whether or not in your experience vow ve found they 
were developing some good young officers that can take over without 
too much assistance from our officers? 

General Taytor. Well, that absence of leadership is again one of 
the great obstacles in creating the ROK Army and one of the original 
reasons for feeling that perh: aps we couldn't go very far in developing 
the ROK Army. I think we've found that that eka wle is not as 
serious as we thought although it is there definitely. You can’t create 
military experience without time, a certain amount of it. These 
voung officers 7 division commanders at 30, 31, and 32; | think the 
chief of staff is 34, comparatively he’s an old man. They've all had 
military service. "Phelt military experience dates only to World War II 
where some were in the Chinese Army and some were in the Japanese 
Army. Very few of them had any commissions of any sort until the 
consté abulary was established here in 1945, so then in a period of 8 
vears they’ve gone from second lieutenant to major general. Well, no 
matter how good he is, there is plainly lots of gaps in what he doesn’t 


know, not what he knows, in that period of time. Let’s put it this 
way. They do amazingly well Ce eae those facts. We have 
found men of real ability, real energy, and real character in these 


voung officers, and 1 would predict that we have here a future leader 


class of the Orient 10 or 20 years from now because they have a long life 
ahead of them and if they continue to progress as well as they have 
thus far they will be a very formidable group of leaders. Meanwhile, 
in answer to your question, they have been maintained in battle, and 
held upright in making the right decision by the fact that we've put 
some of our best American officers right along side of them In the 
last big battle of the Kum Song which was the Commies last big drive 
toward the end, the biggest drive they pe on in 2 vears, the ROK 
Corps commander, General Chung, led his corps very gallantly. He 
had three division commanders who are now at Leave nworth taking the 
course, and they were very fine, but you can’t get that ability all the 
way down the line without having in every regiment a strong American 
offic ‘er, and at division level a strong American offic 

In that corps I took a nee general, one of my most experienced 
commanders, and put him right alongs le the corps commanae!l and 
with that stiffening they did extremely well. Had it been withdrawn 
they would not have done nearly so well, as a matter of fact | wouldn't 
predict what would have happened. I just want to underline the 
fact that you’ve got a leader class, it’s still green, it’s still in infaney 
stage but when it really grows to maturity you will have great strength 
there. Iam always inte rested in these phe nomena which we are seein 
It reminds me of the Japanese parallel where under the shogun ate 
for over 250 years the people were held down by their shoguns, then 
when the Meiji era came in suddenly it was like opening a jack in 
the box and out jumped Japan with a great strength that had been 
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held down. Now I have the feeling that this same kind of repression 
has been here in Korea and now with that removed and given fair 
chances of development, they have great possibilities in this country. 

Mr. Brownson. It’s an interesting comparison the other way too, 
though the people of Japan were not of the same stock but were held 
down over the same pe riod and even now it’s impossible to develop 
much initiative over here 

General Taytor. Well, that’s true, that’s quite true and the same, 
I would say, lack of initiative is perhaps a characteristic here as of 
now. Whether that’s anything more than a superficial result of 
not having a chance to make decisions over long vears, I must Say, 
as I said, I don’t think it’s essentially a Korean trait but it does 
manifest itself 

Mrs. Sr. Grorce. Are there any great differences in the character- 
istics between the North and the South Koreans? 

General Taytor. Not that I am aware of. Now many of our 
senior officers are North Koreans; the army has a very strong propor- 
tion of North Koreans; they’re the people that are most anxious to 
vet back; they've given everything to this business. 

Mrs. St. Greorar. So in other words, it would be more or less like 
the North and South in our own country. There isn’t really a great 


difference. There’s no line of demarcation. 
General Taytor. No, there are language variations, simply 
pronunciation variations, as I understand it 


Mir. Brownson. The presence of a lot of high ranking and very 
capable North Korean officers in the South Korean Army, may weigh 
amply on that decision 90 days from now. 

General Taytor. Well, possibly so, although I think our officers 
are very realistic; they know what they can and can’t do 

Mr. Mraper. General, I’d like to ask a question mainly for the 
purpose of simply getting a record answer to it. When I was in 
New York, just before | came on this trip, I talked with some people 
in the Voice of America who were disturbed that we had not exploited 
the propaganda value of the 23,000 anti-Communist prisoners of war 
and had permitted Russia to make a great to-do about the 23 American 
Communist prisoners of war. They gave me the story that some of 
their representatives here in Korea sought to interview some of these 
anti-Communist prisoners but were not given much cooperation by 
the military. Now I've had that confirmed and explained elsewhere 
but I’d like to get your comments. 

General Taytor. Well, I’m really not the fellow to comment because 
| frankly don’t know about it. You see all these prisoners were 
kept down on the islands to the south under the communication zone 
and I only visited there once when I first arrived and I never had 
anything really to do with it so I really have no direct knowledge of 
just what limitations or restrictions were place <d upon our psychologi- 
cal warfare. That is really under CINCUNC, you see, directly from 
Tokyo and the prisoner-of-war command which was under the com- 
munication zone 

Mr. Mraprr. When these prisoners, in case they’re not persu aded, 
return to our custody what will be the procedure from that point on? 
Will there be an opportunity for access to them by interviewers? 

General Taytor. I would assume so. I really don’t know. The 
CINCUNC has not issued instructions to us exactly as to how it 
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will be handled. They pass to a civilian status, and I’ve always as- 
sumed that we turn over our North Korean prisoners to the ROK 
Government where again they become individuals. In the case of 
the Chinese, I’m not sure exactly how they will be handled 

Mr. Mraper. Thank you very much 

General Taytor. That’s a field in which I’m sorry I can’t speak 
with authority. 

Mr. Brownson. Do you have any further questions, Mrs. St 
George? 

Mrs. St. GrorGe. Well, on that same subject, there’s also a great 
deal of talk at home about these few prisoners of war. 1 don’t believe 
there are too many, as a matter of fact, who are known to have resisted 
this brain washing and people feel that they should be given a great 
deal more publicity ; in other words, they should tell of their exper! 
ences and what has made them withstand this so bravely. 

* * * * x 


General Tayior. Indoctrinate him to communism and return him 
to the north. There will be also an observer from your nation, if 
you’re Korean there will be someone, a Korean interpreter and a 
United Nations officer in that tent to see that nothing is done that’s 
not cricket and then you also have representatives of the five nations 
who are the Neutral Nations Repatriation Commission 

Mrs. Sr. Georce. In other words, this theory that the Indians 
could force me into doing that is entirely incorrect. 

General Taytor. No; the Indian you see, the Indian is really just 
the fellow who makes the thing move. He brings you in and puts you 
down there and then he’s out of it He doesn’t question vou; he has 
nothing to do with that 

Mrs. Sr. Grorae. Of course, we’ve seen a lot of these posters 
around; you’ve seen them here too, which, of course, would give you 
the impression that the Indian is leading you to a bloody death in 
every instance. 1 didn’t quite believe that was correct but I wanted 
to know. 

General Taytor. I’ve been down and talked to the Indian com 
mander, Major General Lopat, who actually commands—don’t con- 
fuse him with the Yankee pitcher—the Indian troops and the [Indian 
officers. They’re just carefully selected soldiers and in my judgment 
they’re very good at home but thoroughly unhappy with what they 
have to do. There is no sadism I’m sure in the way they’ve been 
treating the prisoners down there although they have had to shoot 
some of them trying to escape, and they've had to use force in drag- 
ging them from one place to another. 

Mrs. St. GrorGre. Well, that was perfectly correct, I take it, from 
the military standpoint. 

General Taytor. Well, I’m afraid they have to under the orders 
thev’ve received; whether the orders are right or not I’m not saying 

Mr. Brownson. In other words, we are now free of all of our 
prisoner-of-war responsibilities. We’ve turned everything we've 
had left over to these neutral teams? 

General Taytor. Evervbody is free of responsibility except the 
Sth Army. We are the “dog robbers’’ for all this organization down 
there. We, in other words, have what we call the UNCMAC support 
group; this is the United Nations Armistice Commission support group 
which provides food. keeps the roof from leaking, and tries to keep 
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everybody happy down there insofar as the housekeeping is concerned 
That’s the only direct responsibility that we have at the present time 
with that operation going on there except General Hamlin’s group 
is charged with those people who do the explaining to our 23 prisoners 
as well as having the observers see that everything is cricket within 
the interrogation tents of the conference. 

Mr. MEADE! General Taylor, we were quite interested in the heli- 
copter lift taking these five or six thousand Indian guards into Korea. 

General Taytor. It was the biggest helicopter operation in history. 

Mr. Meraper. Was that the 8th Army’s function? 

General Taytor. That was; they were all Army helicopters driven 
by my transportation officers 

Mr. Mraprr. Do you expect the reverse of that helicopter lift when 
they have finished guarding prisoners? 

General Taytor. If necessary, of course, we could put it in reverse. 
\s a good taxpaver—and I’m sure vou gentlemen like to meet a good 
taxpaver now and then—-I hate to see such an expensive form of 
transportation used. I would hope that we might be able to bring 
LST’s or something like that to take them out. It would be a longer 
process because the tide makes it a very hard job but without a 
pressure of time on it | would hope they would not 

Mr. Brownson. Gene ral, have you had any great difficulties over 
here with dope addiction on the part of the troops in Korea itself 

General Taytor. No; there is traffie in morphine (there always has 
been), and opium in this part of the world, but it has been greatly over- 
tated by some of the press here. I could get my Army surgeon 
vho could actually quote figures here. There is some of it, but I 


think considering the male population it’s less than it seemed to 
be back home, but records are very inadequate, of course. But it’s 
not a major problem. It is something to watch all the time but the 


ly high. 


umber of proved cases is not alarmingh 
Mir. Brownsoy We talked with some of the high people in the 
avy and the Air Foree, and they were under the impression that it 


might be made a lot easter for commanders to cope ¥ ith this situation 


\ 


if we would remove some of the present disciplinary punitive action 
ind sort of change the Status like we did with venereal disease during 
the war. We did away with the old Article of War 107 and put it on 

basis of the sick men rather than on the basis of punishment for the 
disease they contracted 

General TayLor Well, that’s really a question of the disciplinary 
ittitude toward it not only here but throughout the world insofar as 
that is true in the United States [ know when I get a case of that 
sort | i¢ el itis usualh a case not fora man to be put in jail and kept at 
Government expense for 5 vears or something of the sort but rather 
to get out of the service or get medical treatment If vou have a true 
addict, he doesn’t want military service, and we can’t keep him. We 
can’t pay the bill for trying to cure him, but I agree it’s not enough 
of a normal situation that we should give heavy criminal punishment. 

Mr. Brownson. The trouble is. of course, there is a tendency to 
drive it underground if you have the disciplinary action, and you have 
trouble locating the cases more than when a man feels he’s going to get 
a decent break if he turns in. 

General Taytor. Well, I would sav what vou say applies every 
place, not just here in Korea. 
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Mr. Brownson. Actually it has been magnified considerably by 
the press. 

General TayLor. Every now and then some writer undertakes to 
make a big headline story, but we watch the record and again like 


any record, like venereal dis ase, it is dith ult to get a true record 
but living in barracks it’s pretty hard to be an addict and not get 
caught eventually The number of those cases has not been serious 

Mr. Brownson. I would appreciate it if the surgeon could g 
the classified information on that particular subject, particularly with 
the breakdown as to white and Negro troops 

General Taytor. Now, of course, my record applies just to the 
Kighth Army 

Mr. Brownson. Yes, | understand that. We're getting the same 
information from General Hull’s headquarters for the overall 
command 

General Taytor. Now, how long will you be here by the way? 

Mr. Brownson. We are leaving tomorrow morning 

General Taytor. Well, we'll have time to be sure that we have it 

Mr. Brownson. I'd like that, and I’d also like from vour Judge 
Advocate General a list of the disciplinary action that has been taken 

General Taytor. In dope cases? 

Mr. Brownson. In dope cases. We're trying to be prepared a 
little bit. We feel this thing may flash out again; if it does we would 
like to have a little background where we can say now this thing 
is absolutely settled: we were allowed to see the floures We were 
satisfied they were correct and let’s not alarm all the mothers in 
America who have youngsters serving in Korea and Japan over a 
set of circumstances that shouldn’t be alarming at all 

General Taytor. Now in the sentences, of course, there will be a 
considerable variation because many times a dope case is complicated 
by the selling of dope, not just the personal addiction 

Mr. Brownson. We understand that it is much more of a problem 
in Japan than it has been in Korea 

General Taytor. I think so. I expect it is. Wherever you have 
time and the presence of a civilian population, that’s where it builds 
up. Now in the division you will find it is so negligible 1 judge it’s 
almost zero. Now here in this area there is a little bit because the 
troops living around Yong Dung-Po and here in Seoul are exposed 
to it more than in other areas. 

Mr. Brownson. How is integration working in your outfits? 

General Taytor. Perfectly well; no difficulties whatsoever. The 
only thing is our percentage is getting unduly high. We're getting 
up to as high as around 15 percent colored in the whole Army, which 
means now that in certain type units, say engineers, artillery, and 
antiaircraft, you get as high as 23 and 24 percent 

Mr. Brownson. That’s due to the reenlistment of the Negro 
troops, is it not? 

General Taytor. That’s the reenlistment factor and the fact that 
we take an additional portion of the amount of the Negro population, 
and the Navy and Air Force do not. It’s the old question of quality 
of personnel policy. It’s the old old story that the Army has been 
made to take a much hicher percentage of the Negroes into service 
We can take our just percentage and use it, but when you get a much 
higher percentage 


Ive us 
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Mr. Brownson. Yes, given the same educational background and 
the same amount of training they can be assimilated exactly across 
the board, but it does place a bigger teaching load and instructing 
load on the Army. 

General Taytor. When we have them over 2 years and after 
bringing them out to Korea and getting a useful tour of service and 
vetting them back we can’t afford to double the instruction time or 
anything like that, so it’s an uneconomical matter if you exceed 
certain point; but the social problem—that’s what I gather you refer 
to—has been negligible 

Mr. Brownson. Now we're in a field which is not exactly our 
own, but you brought the subject up when you discussed the equality 
among the Army, Navy, and Air Force. What is your own best 
thinking on the term of enlistment? We find there is quite a little 
discussion here regarding the term of rotation, about the difference 
between Army rotation and Air Force rotation 

General Taytor. Well, there are two opposing factors which will 
have to be adjusted. One is the morale factor and the other is the 
military efficiency and also the economy. It is most expensive when 
you start moving people around the world and don’t get a return 
on your investment. I think the 16 months that we have in the Army 
is about right. I’ve received no complaints from the Army, although 
that meant that a man up in the infantry division, the infantry soldier 
in the regiment, instead of about 11 months he’s going to have to do 16. 
No reaction whatsoever. If you cut it much below that then you're 
getting to the point where you are paying ~~ of dollars in waste 
manpower, and the fighting efficiency of force, whether it’s Air 
Force, Navy, or Army, goes down some uae It’s hard to measure; 
you can never prove it on a scale as to what’s involved, but when 
you have to train many of our technicians over 6 months before they 
can be used at all—take our radio, radar repairmen, people of that 
sort, they must have at least 6 months’ training before you even 
start leaving the United States and then the pipeline time getting 
them out and getting them home—you then lose so much time that 
vou have the men probably 7 months over here, which is again a loss. 

Mr. Brownson. Maybe a little thinking should be done in man- 
power procurement circles ‘in the States as to whether it might not 
be better on those radar personnel or some of the extremely highly 
trained personnel to use civilian technical men rather than trying to 
train enlisted personnel to do the work 

General Taytor. Well, the trouble with the man that’s not under 
the Articles of War is that he can quit; he can turn in his suit; he 
can go forward or not go forward. You just can’t have that kind 
of personnel in a fighting area. You can have them back in the 
United States, and we do, of course. 

Mr. Brownson. You could have them in the communication zone. 

General Taytor. Well, you could. Of course, again when he 
gets dissatisfied with the lot he can say, ‘Well, I don’t like this job,”’ 
and quit, so that there are serious limitations overseas. What we 
would like to do is to make the position so attractive that a man would 
be willing to stay 3 vears as a professional soldier with his very valuable 
skill and meanwhile have enough inducement to make him feel it worth 
his while to stay in the Army. It’s the old question of the professional 
noncom and technician that we’ve not solved thus far. We're losing 
them. 
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Mr. Brownson. The underlying question beyond that is the future 
that we’re going to be able to promise and the size of the Military 
Establishment because we've always been a nation that depended upon 
a minimum-size Regular Establishment with a maximum emphasis 
on reserve. 

General Taytor. Well, of course, that’s what it should always be, 
I think, but within that Regular Establishment we can have a very 
high percentage of these skills, but right now, you know as well as I 
do, it’s the shipping back and forth from one continent to another, 
inability to take families, that sort of thing, that’s running the Regular 
Army out of business. 

Mrs. St. Grorce. Well, General, do you feel that they should be 
uniform in all the services? 

General Taytor. Absolutely, here in Korea ther should be exactly 
the same number of months 

Let me point out my infantry soldier up here living in the open; 
he’s digging trenches; he’s a hard-working man, vet he stays the 
longest. Out at Kimpo Airbase this fellow is never out of sight of 
his home stove, a good fire, a warm bed, and all that sort of thing. 
Now there’s no complaint; the Army man is not complaining about 
his lot but it just irritates him to see the difference 

Mr. Brownson. I would like to question why under a supposed 
unification that those two separate decisions were made that way? 

General Taytor. I can’t answer that one 

Mr. Brownson. That would probably be something to talk about 
at the Washington level. 

General Taytor. That’s the level of the Defense Department 

Mr. Brownson. It just baffles me to see these examples of lack of 
unification where it does affect morale. Your infantryman has got 
every right to be more than a little disgruntled if he wanted on that 
score. That’s a credit to his morale that he isn’t. 

General Taytor. Well, the morale has been surprisingly good, and 
we hope to keep it that way and we'd like to have all the factors 
favorable to it if possibl 

Mr. Brownson. Well, General, we certainly appreciate your frank 
ness. I think we have taken up enough of your time, and we appreciate 
the many courtesies that have been shown us by the officers of your 
command in our various field investigations. 

General Tayztor. Well, I’m only sorry that you don’t tarry longer 
with us and go up and actually see our troops on position. 

Mr. Brownson. We would certainly like to do that, but we’ve filled 
out a rather full schedule for ourselves and it has a way of increasing. 

The meeting adjourned at 9:45 a. m 
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House or REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE OF THE 
COMMITTEE ON GOVERNMENT OPERATIONS, 
Seoul, Korea. 

The subcommittee met, pursuant to call, at 9 p. m., in the U.S. 
Army Visitor’s Bureau, Seoul, Korea, Hon. Charles B. Brownson 
(chairman of the subcommittee), presiding. In addition to the 
chairman, Congressman George Meader and Congresswoman Kath- 
arine St. George were present. 

Also present: Maurice J. Mountain, staff director; Edward C 
Kennelly, counsel of the subcommittee; and Belton O. Bryan, State 
Department escort officer 


FURTHER STATEMENT OF C. TYLER WOOD, UNITED NATIONS 
COMMAND ECONOMIC COORDINATOR; ACCOMPANIED BY 
SOLOMON CHAFKIN, TREASURY REPRESENTATIVE, OFFICE OF 
THE UNITED NATIONS COMMAND ECONOMIC COORDINATOR; 
DR. KARL BODE, ECONOMIC AND FINANCIAL ADVISER, OFFICE 
OF THE UNITED NATIONS COMMAND ECONOMIC COORDI- 
NATOR; AND WILLIAM COLEMAN, CONSULTANT, OFFICE OF 
THE UNITED NATIONS COMMAND ECONOMIC COORDINATOR 


Mr. Brownson. The meeting of the International Operations 
Subcommittee of the House Committee on Government Operations 
will come to order. It is our purpose tonight to discuss with Mr. 
Tyler Wood and his associates the information which we have gathered 
and the questions which have been raised as a result of the com- 
mittee’s activities in Korea for the past week. 

Mr. Wood, the committee has been very impressed with the diffi- 
culties that appear to exist on every hand; particularly the difficulties 
of getting adequate information on such things as crop production, 
reserves, and that type of thing. What means do you have for 
making any independent estimates of your own, independent from 
the Republic of Korea estimates, on crops and manufacturing and 
mineral output and on such things as the assessment of Korean 
resources? 

Mr. Woop. We have far from adequate means, Mr. Chairman. 
We do have some means. We have, as you know from the meetings 
you had with me and my staff, a considerable number of very able 
experts in agriculture, mining, and power and that sort of thing. Also, 

Notge.—Asterisks denote classified material deleted. 
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as I think you know, these people get around the country quite a lot 
The real expert can size things up and judge these things, not down 
to the last detail; but he can get some idea on the basis of his experi- 
ence as to the general order and magnitude of some of these things 
In addition, as we have also told you, we have a team of the Korean 
Civil Assistance Command in each one of the provinces located in 
the capital of the province. These people get around the provinces 
to a very considerable extent. These are the main resources we have 
in this field. I don’t think there is any question that one of the things 
we must try to do is to improve the statistical methods, the observa- 
tion, and estimates of the Koreans themselves. All of these experts 
are, in fact, working with them gradually to improve this situation. 
It is one of those cases where you don’t wave a wand and sud ldenly 
change things overnight. It’s a slow, steady, slogging process that 
must be gone through. I think we have got some of these processes 
started, and as I have also told you, one of our main objectives here 
is not to do this job entirely ourselves but to train Koreans to do the 
job. 

To be specific, one of the things that we are very much interested 
in here, and about which the Koreans are enthusiastic, in the agricul- 
tural field, is the development of a real extension service in agricul- 
ture; and as you develop that sort of thing your crop estimating and 
reporting methods are bound to improve. This is just one of the 
areas in which we are working. I had a talk this morning with the 
Minister of Agriculture, and you will be interested to know that I said 
to him through the interpreter (he speaks no English): “What do 
you think, Mr. Minister, is the most urgent thing that ought to be 
done in respect to- Korean agriculture?’ Without a moment’s hesita- 
tion he said to me, “Building a real extension service something like 
you have in the United States.” 

Mr. Brownson. In that connection we were interested to notice 
that one of the experts who spoke to us on agriculture mentioned of 
all things that he thought the thing they needed the mest to do right 
now was to bring in some agriculture extension people; and he thought 
that some people from east India would be particularly applicable. 

Mr. Woop. That is very interesting. 

Mr. Brownson. I trust that man had not been down to the capitol 
here, because I think they would be rather expendable at the present 
moment. I was surprised that a good agriculture expert could be so 
unaware of the political implications of the situation in Korea. 

Mr. Woop. All I can say, Mr. Chairman, is that a real expert ina 
particular field concentrates so much on that field that he is unaware 
of certain of the other things that go on. 

Mr. Brownson. Well, have you had difficulty on the whole 
recruiting the type of experts that you want, Mr. Wood? 

Mr. Woop. On the whole, no. Of course, as you know, I have 
been here less than 2 months, and the people on my immediate staff 
who have come with me have come partly because I knew them and 
they knew me; partly because they had the same kind of convictions 
about the importance of this job that Ihave. So most of the technical 
experts in the fields of power and transportation are the people who 
have been here, whom I did not have any hand in recruiting. I have 
been very agreeably surprised, Mr. Brownson, at the quality of most 
of them. Among the people who have been in the Army, Korea 
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Civil Assistance Command, and UNKRA, there is some unevenness; 
but on the whole, we have a good group of experts here. 

Mr. Brownson. Have you screened the military personnel who 
have been assigned to you carefully? 

Mr. Woop. No. Again | haven’t had time to go through them 
all, but I instituted, shortly after I got here, a system of briefings 
On three mornings a week I had the chief of a division either in the 
military organization, KCAC (the Korea Civil Assistance Command), 
or somebody from UNKRA in to tell me the story of transportation, 
or power, or agriculture, or forestry. So, I have had a good oppor 
tunity to find out how competent these people are. In that way | 
have screened the main people in the two organizations. 

Mr. Brownson. In World War II at the conclusion of the combat 
activities in Germany, several of our armies in Germany were wanting 
to give officers the alternative between reclassification and service 
with the civil government, which is a rather rough alternative; and 
one which doesn’t leave the best qualified officers. This was ex- 
tremely unfair to the many very capable officers who desired to go 
into military government and civil affairs because it burdened them 
with the grossly inept who were given that duty as an alternative to 
reclassification. I wondered if the military here were shooting square 
all the way and assigning qualified officers or if they were using civil 
service, civil affairs, as a dumping ground. 

Mr. Woop. Well, I have seen no evidence of that, Mr. Brownson: 
and I will say that I have been, as I said before, very agreeably sur- 
prised at the quality. 

Mr. Brownson. I have seen no evidence. Don’t misunderstand 
me, but I do know as an old personnel man in the Army that that used 
to be one of the approved techniques for getting rid of people that 
you couldn’t get rid of anywhere else. I feel, frankly, that some of 
the things we did—and I say “we’’ because under orders I participated 
in the program of those assignments in Europe—greatly retarded 
our progress in Germany. That is why I asked very sincerely whether 
the military is using civil affairs here for a dumping ground or not. 

Mr. Woop. I have seen no evidence of that. 

Mr. Brownson. Now, in addition to your own staff to what extent 
have you called on our own United States Government departments 
to send their own men out here to help you on your evaluation of 
statistics and in gathering data that you need to proceed? 

Mr. Woop. Well, of course, in the case of my own staff, most of 
them came from various Government departments. For example, 
Mr. Chafkin has been granted to me by the Treasury. 

Mr. Brownson. How about specifically in the Department of 
Agriculture and the Bureau of Mines? 

Mr. Woop. Well, I haven’t called forward any people from the 
Department of Agriculture as such, or the Bureau of Mines. I came 
out here with what I think is a sound point of view; namely, that | 
would like to look over the talent here first to see just how good it was 
because it seemed to be wasteful to start in at the very beginning and 
bring out agriculturists or mining people, and so on, before | had 
found what we had here. So far I have found an adequate staff in 
most of these areas. The people I brought with me, as you perhaps 
know, were primarily financial, economic, and management experts 
to help me in the overall coordination in dealing with the broad eco- 
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nomic questions such as inflation and the like for which there were 
not adequate staff members here. 

Mr. Brownson. By the way, in connection with inflation, is there 
at the present time, to the best of your knowledge, much of a black 
market existing in military payme nt certificates and greenbacks? 

Mr. Woop. There is quite a black market existing in both of those; 
and I would expect, as in all such cases of economic instability and 
recent inflation, that fens black markets would exist in spite of any 
steps to police them that might be taken until we cet economic stability 
in this country. 

Mr. Brownson. What is the black-market rate compared with the 
lecal rate? 

Woop. The black-market rate for MPC (military payment 
certificates) or greenbacks? 

Mr. Brownson. Well, either or both. 

Mr. Woop. I would like Dr. Bode or Mr. Chafkin to answer that. 
I have not looked at it within the last week. May I call on one or the 
othe of those? 

Mr. Brownson. Either one you wish, si 

Dr. Bopr. The black-market rate, Mr. Chairman, for greenbacks 
is now about 260 hwan compared to a military conversion rate of 180 
to the dollar. The black-market rate for the MPC is probably around 
LSO. 

Mr. Brownson. Compared to 160, except that there is no legal 
rate, of course, for MPC 

Dr a Compared to 180 of the conversion rate. There are, 
however, rather violent changes. 

Mr. a nson. There had been suggested to the committee a con- 
trol measure which was considered, I believe, at one time. That was 
the control measure of stamping MPC’s so that they could be used in 
only one country. Do you think that would have any effect on that 
rate at all? 

Dr. Bopr. Well, it would certainly reduce the amount to a certain 
degree because there is a large amount of MPC that is traded in the 
black market or smuggled over to Japan to bring in luxury items from 
Japan, but it wouldn’t solve the problem at all. 

Mr. Cuarkin. There would be also, Mr. Chairman, an enormous 
administrative problem. 

Mr. Brownson. Will you give vour name at this time in the testi- 
mony P le ‘ase, to help the stenographers in transcribing? 

Mr. Cuarxin. My name is Chafkin. I am the Treasury represent- 
ative aasaat to Mr. Wood’s office. There would be a rather large 
administrative problem involved in a “‘Korea only” military payment 
certificate because of the very large movement of troops from Korea 
to Japan. It would require quite a changeover from Korean MPC 
to the Japan MPC. At the present time the MPC is a kind of uni- 
versal currency in the military enclave. 

Mr. Brownson. Has there been any vigorous attempt on the part 
of the Korean Government to police these two black markets? 

Mr. Cuarkin. On the part of the United States Army, sir? 

Mr. Brownson. On the part of the Korean Government, the 
Republic of Korea. 

Mr. Cuarkin. There has been, so far as I know, Mr. Chairman, 
sporadic attempts to control the MPC black market as far as part of 
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the overall black market in goods and money here in Korea. I am 
not aware of any sustained effort to crack down on the MPC market. 

Mr. Brownson. By the way, since we are talking to you as a Treas- 
ury representative, has the Treasury taken any particular cognizance 
of the narcotics problem here in Korea? 

Mr. Cuarxin. The Treasury, as far as I know, has had its narcotics 
office working on the narcotics problem in Korea. This operation is 
a fairly clandestine thing and separated from the office to which I am 
assigned for me to be able to give you full information. 

Mr. Brownson. I think that one thing that the committee would 
like to clear up tonight; and this is the last question I’m going to 
ask for right now, and then turn some of the questions over to Mrs. 
St. George and Mr. Meader; is to clear for once and for all, Mr. Wood, 

vour responsibilities up the line and the responsibilities of those in 
echelons belonging to you. Perhaps it’s the very recent exposure of 
the subcommittee to this chain of command and this channel of respon- 
sibility, but I must admit that we find the multiheaded and multi- 
lettered and multiresponsible agencies just a little bit confusing even 
at this late date ip the study bere in Korea. I think it would be most 
helpful if vou could give us the picture again in your own words of 
vour responsibilities and the responsibilities of the units underneath 
you. 

Mr. Woop. Well, Mr. Chairman, insofar as my own responsibility 
is concerned, I am responsible to the United States Government for 
the economic rehabilitation program in Korea. My authority stems 
primarily from two sources. The first is the commander in chief of 
the United Nations Command in Tokyo, General Hull, who in this 
theater of operations (and it is still a theater of ope ‘rations in the 
military sense even though the shooting has ceased) has the final and 
ultimate authority for anything that goes on in this theater. As his 
top economic staffman for Korea, my authority stems primarily from 
him, 

In addition, I am also the representative of the head of the Foreign 
Operations Administration (FOA), Mr. Stassen, in administering the 
funds appropriated by the Congress for this special aid program 
of funds amounting to $200 million. There are my 2 hats—my 2 
bosses. 

Now insofosr as the echelons, as it were, under me who are carrying 
on these operations, I have assisting me a small staff consisting of 
the people that you’ve met here who are dealing primarily with the 
responsibilities I have for coordination of all the agencies that are 
working here, about which I will speak in a moment. They are 
primarily financial, economic, and programing experts who do for me 
the pulling together of all the programs of assistance and the internal 
operations here in Korea into an integrated program for bringing 
about improvement and recovery in Korea. That staff is attached to 
my immediate office. My operations are carried out through two 
agencies. 

The first is this military organization, the Korea Civil Assistance 
Command called KCAC which is under General Case whom you 
met the other day. The assignment of reipeanliaiste to that organi- 
zation, its fundamental mission, is to do what the civil assistance 
organization in any theater of operations has to do; and that is to 
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prevent disease, starvation, and unrest and so protect the rear of 
the Army that’s fighting. 

Mr. Brownson. How long has KCAC been in existence, to your 
knowledge, Mr. Wood? 

Mr. Woop. Well, they say an organization of that nature has been 
in existence practically from the beginning of the fighting here. 
KCAC itself had its name changed to KCAC, I think, sometime eg rlier 
this year. It was formerly known as UNCACK, which is United 
Nations Civil Assistance Command Korea; but there is always, in 
any theater of operations, this civil assistance mission which is what 
KCAC has been assigned to do. Now, in order to prevent disease, 
starvation, and unrest the Civil Assistance Command has imported 
food and clothing, relief goods generally; has dealt, as you were told 
the other day, with the problems fundamenta] to the pervention of 
disease, starvation, and unrest, health, and medical care and all that 
sort of thing; and, as I think General Case showed you in one of his 
charts, the imports under the KCAC program have been very largely 
food, clothing, and medical supplies. 

In addition, however, KCAC has had various experts who have 
been able to deal with power, agriculture, and some of the very funda- 
mental elements of an economy. That is one organization which 
works for relief and rehabilitation in Korea. General Case organiza- 
tionally reports directly to General HuJ) in Tokyo; but I, as General 
Hull’s chief economic man, speak in the name of Genera) Hull in 
dealing with General Case; and in that way General Case is, in a 
sense, a deputy of mine in Korea for carrying out part of my responsi- 
bility. 

The other major organization through which this program is oper- 
ated is UNKRA, the United Nations Korean Reconstruction Agency, 
headed by a former lieutenant general in the United States Army 
who fought with distinction here, General Coulter. I think the com- 
mittee is quite aware of the nature and responsibilities of that agency. 

General Coulter, while being organizationally and directly responsi- 
ble to the United Nations General Assembly in New York, recognizes 
the primacy and final responsibility of the commander in chief of the 
United Nations Command and my responsibility and authority as 
his chief economic man here in Korea. So he carries out for me part 
of this program with the UNKRA funds; and, as you know, we have 
pulled these two organizations together and assigned responsibilities 
in various fields to each one of them so that we do have in fact, an 
integrated program. I don’t know whether that answers the question 
as to the problem of broad organization. 

Mr. Brownson. Except for one possible other point, Mr. Wood. 
That is the relationship of what you’ve just told us (it has been a very 
clear and very good explanation), to your responsibilities to FOA. That 
seems to be the point where in our own discussions the subcommittee 
cannot quite understand that dual relationship. 

Mr. Woop. I see. Well, perhaps I can try to make that clear. 
The $200 million that was appropriated toward the end of the last 
session of Congress was appropriated to the President; and the 
President gave Mr. Stassen, the head of FOA, the responsibility for 
administering those funds so that I am directly responsible to Mr. 
Stassen for the use of those funds and for doing so consistent with the 
legislation governing the operation of FOA. 
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Mr. Brownson. That’s well laid down establishing your point of 
reference. 

Mr. Woop. It is as well as my relationships to CINCUNC and 
the rest of it. Now, what I do, as a matter of fact, in order to make 
this as unified and integrated an operation as possible; I actually 
use either KCAC or UNKRA, as the case may be, to carry out and 
supervise the programs that are to be financed with FOA money. 
For example, we have made arrangements so that we don’t have to 
set up a separate goods-receiving organization here for the goods that 
are financed with FOA funds which are handled by KCAC which is 
already receiving and off-loading and arranging for distribution of 
their own goods. We use that same organization to do that same 
service in the case of the FOA goods. Take the case where we will 
import under the FOA program some railroad cars. KCAC has the 
responsibility assigned by me for all transportation matters here. 
I will delegate to General Case and his organization the responsibility 
for receiving those cars and seeing that the ‘y are put to proper use on 
the railroads of this country. Does that answer your question? 

Mr. Brownson. Yes, I think that does very clearly. Now there’s 
one other relationship which has interested us, and that is your rela- 
tionship to the Ambassador here. 

Mr. Woop. That, I am happy to say, is a very close relationship 
which is working very well. Of course the Ambassador is the repre- 
sentative of the President here and responsible for political matters 
in Korea. As you well know from your own experience, it’s very 
difficult to draw a clear dividing line between political, economic, and 
military matters. Each one relates to the other; one has an effect on 
the other. 

Mr. Brownson. Particularly when you are a man with $200 million. 

Mr. Woop. Exactly. I, of course, rely on the Ambassador and his 
staff and his judgment as to political developments here. What we 
have done is to set up a very close relationship, and we meet very 
frequently. I see all the messages that he sends out on political 
matters, and he sees all my cables or messages on economic matters; 
and whenever any issue arises in either field which either of us thinks 
will be of some interest to or have some bearing on the responsibilities 
of the other, we call each other up or get together and discuss them. 
The result is that we are working almost as one, and each knows what 
the other is thinking, what the other is doing, and what the problems 
of the other are. 

I can’t leave this subject, Mr. Chairman, without mentioning also 
the third element of the United States organization here; namely, the 
Eighth Army headed by General Taylor. Everything I said about 
Ambassador Briggs’ relationship with me applies equally to General 
Taylor. I should say that the 3 of us get together and compare notes 
and discuss common problems and keep each other informed on what 
we are doing at least 3 or 4 times a week; and when any issue arises, 
we immediately get in touch with each other I am very pleased 
with the kind of relations ship and the very close understanding and 
cooperation which exists between the 3 of us. I don’t think anyone 
of us could do our job adequately here, if it weren’t for that. 

Mr. Brownson. As a matter of fact, | understand from talking to 
the Embassy staff today that on the reports going from the Embassy 
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back to the United States that you have a chance to concur in the 
reports 

Mr. Woop. Absolutely. 

Mr. Brownson. | understand that when your reports are submitted 
that they get information copies and do not have a chance to concur. 
Is that right? 

Mr. Woop. No, that is not quite correct, Mr. Chairman. On the 
routine reports I send about programing details and that sort of thing 
I don’t bother the Embassy, but on any important questions that in- 
volve polic: v or negotiations or anything of that sort I always take those 
up in advance with the Ambassador himself generally, or, if he doesn’t 
happen to be available, one of his top men and show them to him 
before I send them out. So it’s only the routine things in which they 
have no particular interest that we send out that way. Mr. Cole- 
man, would you want to add anything concerning the organizational 
question that I haven’t covered adequately? 

Mr. Brownson. What is Mr. Coleman’s full title, Mr. Wood? 

Mr. Woop. Mr. Coleman is a special assistant to me, and he is the 
man who has been responsible for working out this, what I consider 
to be a very fine arrangement of responsibility between KCAC, 
UNKRA, and my office 

Mr. Brownson. I understand he had some former experience in 
Greece in this ares 

Mr. Woop. Yes, he was in Greece, and he’s had very wide and suc- 
cessful experience in organizational and administrative matters, and 
I'll tell you frankly I brought him out here because I was worried 
about the same problem that you’ve been discussing, namely, the 
apparent complexity of the organization with which we have to deal 
here 

Mr. Coteman. Well, Mr. Chairman, I have very little to add to 
what Mr. Wood has already said except to sav that one of the guiding 
motivations in developing an organizational framework here has been 
to avoid, if at all possible, the creation of a third separate operating 
organization. Harkening back to Mr. Wood’s remarks regarding the 
FOA appropriations, it was felt that if it were at all possible to use the 
already existing technical experts in KCAC and UNKRA to carry out 
these re sponsibilitie s, that should be done rather than creating a third 
operating organization in these various technical fields which would 
result in a great deal of duplication. 

Mr. Brownson. Thank you very much. Mr. Meader, do you 
have a question? 

Mr. Meaper. Yes, Mr. Chairman. Mr. Wood, I think that the 
committee, or at least myself, has been rather impressed by the manner 
in which it appears that the personalities in the field here have been 
able to bridge what seems to be on the surface and in abstraction a 
very complex and unworkable administrative structural organization. 
(’m impressed by the fact that this is a very important matter to the 
people of the United States, the people of Korea, and the people of 
the world; that we have the military operating here; and, unlike other 
situations of similar character, we now have the United Nations 
operating here. It is the most confused structural organization with 
complicated channels of command and authority that I have ever 
seen in my life. If it works, it can only work because of the person- 
alities in my judgment. My own reaction is—and I don’t want to 
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speak for my colleagues because they can speak for themselves very 
articulately—that if it works it’s only going to be because of the 
personalities. 

Mr. Woop. Well, Mr. Meader, ;hat, of course, is true of any organ- 
ization no matter how cleanly it is set up. If you don’t have the right 
spirit and competence in it, it won’t work. But I would say to you 
that while you’re quite right that this appears to be a very complex 
organization as you look at it, it isn’t in fact quite as much of a can 
of worms as it appears at first glance; and I think the key to that situ- 
ation is the time-tested re sponsibility and authority of the commander 
in chief of a theater of operations. Most of the authority that is 
necessary does stem from him and through me as his staff man; and 
so the basic underlying authority is there with a fairly clean line of 
command. Now you're quite right that it is still complicated, partic- 
ularly with the many aspects of it and the United Nations complica- 
tion which don’t exist elsewhere. And if it weren’t for this good 
will 

Mr. Mraper. We might mention also the Republic of Korea. We 
don’t have a conquered enemy to administer. We have a sovereign 
state. 

Mr. Woop. Exactly. Yet the negotiations on all these matters 
are understood to be in my hands, and | have the authority to negotiate 
on the behalf of the commander in chief in Tokyo, and in line with his 
organization on behalf of KCAC here. I have also been given by 
understanding from the agent general of UNKRA the authority to 
negotiate for him. 1, of course, would not negotiate for him without 
first conferring with him and making sure that we agree on a position, 
but it does fundamentally work because of the quality of the people 
that I have to deal with here and their common belief in what we are 
trying to do and their willingness to work together for the objectives 
that we all have incommon. Could I ask Mr. Turner who is the head 
of our programing operation if he would add a bit to what I have just 
said here? Mr. Turner, would you proceed? 

Mr. Turner. Mr. Wood and Mr. Meader, I can give from my own 
personal experience here two cases which are entirely typical of how 
this, as you expressed it, a rather complicated administrative organi- 
zation really pulls together in a surprisingly effective way. I must 
admit that when I first came out, I too had some reservations as to 
the efficiency of the multiple organizations out here; but, for example, 
we have been concerned and were concerned before we came and are 
still concerned about the transportation situation, particularly as 
regards the optimum utilization of the rail system here because one of 
the bottlenecks has been the discharge of cargo from the port into the 
rail head and then distribution throughout the country. Mr. Wood, 
with the cooperation of the rest of us here, called a meeting involving 
the Korea Communication Zone, the KCAC people, UNKRA, and 
also the Eighth Army. I was surprised when we called around the 
table asking for recommendations for what we could do to improve the 
situation when we had numerous recommendations given to us each of 
which by itself would not be a solution but collectively represented a 
solution. We got recommendations from many people in many dif- 
ferent commands, not only military but the UNKRA and the KCAC, 
and then Mr. Wood issued a memorandum soliciting their assistance, 
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implementing these recommendations; and it has been a source of real 
gratification to me to see what has happened. 

For example, as a result of these recommendations there has already 
gone forward a decision from the Prime Minister to increase the 
number of personnel who have been laid off on the KNR. That is 
the Korean National Railways. Again the army has come up with 
a recommendation whereby they can increase the tonnage available 
for carrying aid goods by 56,000 tons a month. ‘This is the sort of 
action which the Wood organization has succeeded in getting, and | 
must say that despite the apparent complexity of the organizatiop 
it is seemingly working out very satisfactorily. 

Mr. Meaper. Well, I am certainly glad to be assured that not- 
withstanding organizational theoretical conflicts that there is complete 
harmony here, and the program is going forward. Another impres- 
sion I have had, if I may change the subject for a moment, is that we 
have a very poor start here. I mean there is not much in the way of 
natural resurces and economic strength to develop an economy and a 
national feeling and strength to resist aggression without outside sup- 
port. I assume that our objective, as I have heard it in these briefings, 
we've had here is to establish a viable economy; I think they use the 
word ‘“‘viable’’ economy, with a military force sufficient to resist out- 
side aggression. With the start that you have economically, i 
seems to 1ue an almost superhuman task. In the light of the organiza- 
tional complexities and flying in the face of somewhat well-established 
administrative organization: al principles, it seems to me that you have a 
real job ahead of you, Mr. Wood—this task that you have undertaken 
here in Korea. 

Mr. Woop. As far as the spirit is concerned, Mr. Meader, I think 
that is a very great asset here, and the spirit encourages these people; 
and it is something I’m sure you’ve felt as you’ve gone around here. 
You are quite right that this is not a rich country. Its problem is 
further complicated by the tremendous destruction that has taken 
place here and also by the unnatural division between the north 
and the south which are in many ways complementary to each 
other—the north having power, heavy industries, and many of the 
resources, the south having some resources and having very great 
agricultural potentialities in spite of the relatively small proportion 
of total land area that is arable. You’re quite right. What we 
are trying to do here is to help build sufficient strength so that the 
country can stand on its own feet and support an adequate military 
establishment. 

I don’t think, I am speaking personally, that in the foreseeable 
future the country will be able to support fully the military estab- 
lishment that is now being talked about. I don’t see how the mil- 
itary establishment can be kept adequate without very substantial 
provisions of heavy fighting equipment and war materiel from some 
outside source. I think, however, with the spirit of the people and the 
resources that exist here, if we stop this inflation and conduct this 
program wisely in partnership with our Korean allies, you will be able 
to see a very, very substantial increase in economic capabilities and 
strength of this « ‘ountry which will have widespread effects, not only in 
Korea through developing the ability to support the living of the people 
and the soldiers except for their heavy equipment, but this will 
have a very tremendous psychological effect throughout the Far 
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Kast, if we can show that in partnership with the free world prog- 
ress can be made. If we show real progress, [ think it will have 
a tremendous effect on the attitude throughout this part of the world 
toward the free world. 

Mr. Brownson. Mrs. St. George, do you have a question? 

Mrs. St. Georce. Yes, Mr. Chairman. Mr. Wood, what is your 
reply to the effectiveness of the Combined Economic Board because 
this, as I understood you to say a few d: ays ago, was the crucial point 
to the success of the anti-inflation progr im? Now, since we have been 
here, I’ve been a little bit disturbed to find that there are two very 
distinct schools of thought. There " our school of thought which 
claims that the inflation is quite a serious thing. There is the ROK 
Government attitude which is that it is rather a negligible thing that 
can be very easily dismissed, and I might say that I have heard this 
from sources close to their Government. Now what is your answer? 
Are we working with them? Are they working with us? Or what 
are we doing? For if this inflation is as serious as I believe, and | 
think you believe it is, son ething drastic has got to be done 

Mr. Woop. Mrs. St. George, I don’t know exactly where you got the 
impression that people who know about these things in the ROK 
Government are not worried about inflation, but I can assure you 
that the President of the Republic himself is very gravely concerned 
about this; and the Prime Minister, who was formerly also Finance 
Minister, is also very much concerned about this. I have seen no 
evidence that there is any very great disagreement between my organi- 
zation and the Republic of Korea Government on the point that 
inflation is a very serious danger and must be controlled. For exam- 
ple, Dr. Bode, Mr. Chafkin, and Mr. Turner have been working 
with the ROK office of planning on the subject of the program for the 
use of aid funds and the resources of the Republic of Korea Govern- 
ment themselves and have had agreement both in that office. I have 
agreement with the Prime Minister on the main outlines of that pro- 
gram over which we and they agree must be designed with the primary 
objectives in mind of preventing and controlling the inflation. We 
have already agreed in principle with them, for example, that they 
will exercise a very tight control of the expansion of credit in this 
country, which is one of the elements in controlling inflation. There 
is no fundamental difference between us. I think it is true to say 
that the Republic of Korea Government hopes and is proposing that 
they could, let us say, have a larger fixed investment program than 
we think is possible without stimulating inflation, but the interesting 
fact is that they have come around and agreed with us as to the size 
of that program which we think is feasible under the circumstances. 

Mrs. Sr. Grorce. Well, I didn’t mean to say that there was a 
definite disagreement. I didn’t mean that at all, Mr. Wood; but I 
meant that I think you and ourselves believe this to be a very serious 
problem, and that they have been taking this same problem rather 
lightly. They don’t feel that it is an important one. I think that for 
us to get together on this we’ve got to make up our minds on both 
sides. The question is very important to both or it should be dis- 
missed. 

Mr. Woop. Well, we both agree it’s very important. I think that 
the impression you’ve got stems from the fact that many of the 
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people in the Republic of Korea Government have felt that it was 
an easier thing to deal with than we do. 

Mrs. St. GeorGe. That is exactly what I mean. 

Mr. Woop. There isn’t any question. 

Mrs. St. Grorar. They feel it will take care of itself. 

Mr. Woop. Well, they don’t go quite that far. They think that 
it won’t be quite so difficult or require quite so many hard decisions 
on their part as we feel sure it will; but as to the general principle 
that inflation has existed here and must be controlled if there is to 
be any progress at all, 1 don’t think there is any fundamental difference 
of opinion between us. 

Mr. Brownson. Do you have further questions, Mrs. St. George? 

Mrs. Sv. Grorer. Well, I had one other question; and that is that 
there are two major agencies; that is, KCAC and UNKRA. How 
was it decided that one of these would handle one aspect of the pro- 
gram while the other would handle the rest? Why, for example, 
was transportation assigned to KCAC, while education was given to 
UNKRA? 

Mr. Woop. Well, take those two cases as examples. We decided 
to give transportation to KCAC because the Army has in fact been 
running the railroads. The Army has done whatever road building 
there was; and therefore, there were people in the KCAC organiza- 
tion, and also in the Eighth Army, and in the communications zone 
who have been dealing with this transportation problem. Therefore, 
it was the most natural thing in the world to assign that particular 
job to KCAC. Now as far as education is concerned, we have had 
here in UNKRA quite a number of experts in education. Some little 
work has been done on education also by KCAC, but most of the 
work was being done by UNKRA; and therefore, it was such a simple 
thing to shift over those few people working in KCAC into the 
UNKRA organization. There is one other major principle here 
which I might bring out in this connection and that is that the Con- 
gress and the executive branch of the United States Goverment had 
made it clear in the legislative record and in the discussions in the 
executive branch that they felt it was desirable for the United States 
money not to be used to any very large extent in long-term fixed 
investments. UNKRA has got no such limitation on it; and that 
is the reason, for example, why we put the field of industry into 
UNKRA rather than into KCAC. Would you have anything to 
add to that, Mr. Coleman? 

Mr. Brownson. Mr. Wood, before you divert there, doesn’t that 
rather place UNKRA in the position of making the long-term sig- 
nificant contributions to the economy of the Republic of Korea, 
whereas the United States bolsters, bandages and splints? From our 
conversations with some of the officials of the Republic of Korea 
Government, I’m afraid that they don’t place much emphasis on the 
money that’s spent bolstering and bandaging and splinting, which to 
me is the most important part; but they are inclined to look on these 
long-range programs and the development of projects which they 
have had long in mind as the things that are really important. It 
looks to me as if we are going to come out of this thing 10 years from 
now with the impression that UNKRA has made the lion’s share of 
the contribution to the Korean economy, whereas actually it looks 
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as if the other program may have spent the more money and actually 
may have done the more good. 

Mr. Woop. Well, Mr. Chairman, I don’t think that is quite true. 

Mr. Brownson. It may not happen. That’s just a feeling that I 
have as I talk about it. 

Mr. Woop. For example, one of the things that will be most re- 
membered here because it’s an area in which the greatest bottleneck 
exists is transportation and the railroads, and KCAC is dealing with 
that. Also, the most important hydroelectric development in South 
Korea north of the 38th parallel is being handled under the KCA(¢ 
organization. The Wachon power and the development, for example, 
of agriculture and agricultural colleges are something that will be long 
remembered in Korea, that is in this field too. Finally, let me point 
out that this is not necessarily a permanent arrangement. This is 
just for this vear. It if develops that we go on with this program 
and the United States, UNKRA, and others support it, if there is a 
reasonable probability of the ending of hostilities and their non- 
resumption, it is entirely possible thot the Congress and the execu- 
tive branch of the United States Government may in a later year 
remove this prescription against long-term investment. This is no 
treaty that lasts forever. We can shift if necessary. In fact, how- 
ever, most of the things that have to be done here this year in con- 
nection with the overcoming of inflation are that the great bulk of the 
funds will have to go into the provision of things to break the trans- 
portation bottleneck and things like the raw materials that are needed 
to start production, etc. There will be relatively little delivered and 
put in place this year of the fixed investments. So, I don’t think we 
are running any very great risk on that score. 

Mr. Brownson. Do you have any further questions, Mr. Meader? 

Mr. Mrapver. Yes, I do, Mr. Chairman. Mr. Wood, we’ve heard 
various figures mentioned as the current annual expenditure on re- 
construction and rehabilitation of Korea. You talked about $628 
million, the $200 million fund, and the various other things. Now, 
I understand that the $628 million for the current fiscal year probably 
will not be attained. Is that correct? 

Mr. Woop. Well, we are certainly not sure that it will be attained, 
Mr. Meader. From my preliminary analysis it seems to me that the 
needs here in Korea and the desirability in this particularly difficult 
period of getting started with real speed, which can generate more 
effort on the part of the Koreans themselves, are such that it would 
be desirable and could be fully justified, if we had a program as large 
as that. We certainly haven’t got any certainty of it now because 
the achievement of that large a program this year would depend on 
further appropriations both from the member nations of UNKRA 
and from the United States Congress. As you recall the original 
thought as to the FOA program was $235 million of which $200 million 
were appropriated. If we get this thing really going and it seems wise 
to speed up the momentum, it may well be that the executive branch 
would decide, though it has not been decided yet, and that the Con- 
gress might approve that additional $35 million. We are not ready 
to ask for it yet. 

Mr. Meaper. You mean a supplemental appropriation? 

Mr. Woop. The supplemental appropriation. So what we’ve done, 
you see, is really to make two programs. The first, this $628 million, 
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is the most optimistic insofar as money available is concerned. If it 
develops that we needed it we would be ready for it. Then we have 
developed a smaller one with a proper balance within that on the basis 
of what now clearly appears to be the amount of funds in sight. 

Mr. Meaper. What is that figure? 

Mr. Woop. That figure is $500 million. 

Mr. Brownsown. Is that fiscal 1954 or 1953? 

Mr. Woop. Fiscal 1954. 

Mr. Brownson. 1954. 

Mr. Woop. Let me point out immediately that that does not 
include the foreign-aid figures. Neither of those two figures consists 
solely of American or UNKRA or other foreign aid. They imply 
both of them somewhat over $100 million of resources in foreign 
exchange contributed from the Republic of Korea itself. In the 
smaller $500 million program about $400 million—is that right, 
Frank?—consist of foreign aid and $100 million of Korean resources, 
and in the $628 million program about $500 million consist of foreign 
aid and about $128 million of Korean resources. Those are rough 
figures. That’s about right, is it not? 

Mr. Mraper. Mr. Wood, neither one of those figures include what 
the Army is doing for itself in the way of improving transportation 
systems or any other facilities that they require for their own supply 
activity; nor does it include this $15 million that we heard about this 
morning for the construction of hospitals and schools that the Army 
intends to engage in. Am I correct about that? 

Mr. Woop. That’s correct. Let me make just one statement about 
this. These figures I’ve given you do include the Army appropriation 
for KCAC (the Korea Civil Assistant Command), and also include 
a sum of roughly $81 million which is coming out of the Army budget, 
already budgeted, for provisions of food and clothing and certain 
other items directly to the Republic of Korea Army. Those two 
items amounting to a total of something like $130 million to $140 
million are included in these figures that I have given you. 

Mr. Meaper. But 

Mr. Woop. It does not include 

Mr. Muraper. If the Army decides that it needs to rehabilitate 
some trackage or some cars on the railroads or needs to repair roads 
for its own purposes, not necessarily for the econcmic good of the 
country of Korea but for its own use, those expenditures or those 
activities of the Army units themselves are not included in these 
figures you’ve given us. 

Mr. Woop. That is quite correct. On the other hand, some of the 
funds in the figures that I have given you will, as I have indicated 
before, be used for the purchase of railway cars and so on, which may 
assist in the hauling of Army goods. But you’re quite right. Where 
the Army needs to do something primarily for its own purposes 
here, that will come out of other funds available to the Army and not 
out of those funds for this pean about which I’ve been talking. 

Mr. Meaper. If it wants to build or improve an airstrip, for 
example, for its military purposes, that would not be included in the 
funds which you have mentioned. 

Mr. Woop. You are quite correct about that. Do you have any- 
thing to add to that? 
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Mr. Brownson. One thing, Mr. Wood, you spoke of was the con- 
tribution from the foreign exchange of the Korean Government. 
How much of that contribution in the foreign exchange has been 
generated by foreign trade, and how muc’ has been generated by the 
spending of the troops and the Army here? 

Mr. Woon. It is roughly $40 million in the latter category—that 
is the repayments in dollars for the drawings of local currency used 
by the Army for its own expenditures here, and the balance comes 
from the exports and invisible earnings of the Korean economy itself. 

Mr. Brownson. Well, from an appropriations standpoint in the 
Congress last year, how many different places do you think we are 
going to have to look to find out the overall cost of this Korean 
program? 

Mr. Woop. Well, you’re talking about the overall Korean program 
including the presence of the Army here. 

Mr. Brownson. Wels, I meant particularly rehabilitation phases 
which, or course, are inseparable from some of the Army activities. 

Mr. Woop. Where you look, of course, will be in the appropriations 
of the Foreign Operations Administration, in the appropriations for 
the American portion of UNKRA, and in the Army appropriations for 
civil assistance and for direct support of the ROK Army through food 
and clothing, the so-called common items. Then, if you want to 
find out the total which is being spent in Korea including not only 
this rehabilitation program which I’ve just summed up as to the 
sources of funds, you’ll have to look in the Army budget itself and 
find out exactly what is being spent for material and shipping of 
weapons and that sort of thing, for the pay of the soldiers here, for 
the payments of all sorts of expenses for the United States Army, Air 
Force and Navy itself. I believe the Army budget will indicate the 
amounts they are spending for the support of the military forces 
of the United States in Korea. But, mind you in the latter category, 
the payments of expenses of the Army here are not appropriated for 
relief and reconstruction in Korea. They are appropriated for the 
part we play in defending them, for helping Korea defend its territory. 

Mr. Meaper. Mr. Wood, am I to put together with those figures of 
$500 mill'on your estimate that not more than 30 percent of that should 
go into long-term investments? 

Mr. Woop. Yes, sir. 

Mr. Mraver. Is that fair? 

Mr. Woop. Yes, sir. 

Mr. Meaper. Assuming that we were to continue for the next 2 
years beyond the current fiscal year at the same rate and assuming 
also the same level of military activity and military expenditure for 
military purposes, do you think that in 3 years we could achieve the 
objective of putting Korea on a viable economic basis capable of sup- 
porting an army that can defend itself? 

Mr. Woop. Mr. Meader, I think the answer to that question is no. 
Let me give you some rough figures. The gross national product of 
Korea today is estimated to be somewhere between $1,300 million and 
$1,400 million. There is an estimate also that the total cost of equip- 
ping and maintaining the Korean Army as it is presently planned will 
for 1 year under armistice conditions be about $1,300 million which is 
almost the total of Korea’s gross national product—that is on the 
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basis of arithmetic. 1 couldn’t say to you that in 3 years Korea 
could live and support that Army entirely out of its own resources. 
+ 7 * * * * * 


Dr. Bopr. That is quite correct 

Mr. Brownson. This is Dr. Bode speaking. 

Dr. Bopr. We do assume that in the period of the reconstruction 
program over 4 years the gross national product may go up to about 
$2.4 billion. Even so, we cannot expect that the Republic of Korea 
can support an army of 20 divisions costing $1.3 billion. On the other 
hand, you can expect that the contribution which the Republic of 
Korea can make to the upkeep of its own army would be greater than 
the contribution the Republic is making now. The defense budget of 
the Republic of Korea now is about $270 million per vear. I think at 
the end of the reconstruction period it could be substantially higher 
and thereby reduce the burden that falls on the United States. 

Mr. Mraper. Dr. Bode, just to make the record clear, is that $470 
million paid out of the revenues of the Government of Korea or is part 
of that paid from our contributions? 

Dr. Bove. It’s a defense budget of $270 million. 

Mr. Woon. It’s not 470; it’s 270 

Mr. Mraper. Oh, I thought you said 470. 

Dr. Bop. I’msorry. Two hundred seventy million dollars actually 
leads to a deficit in the budget now, and much of the deficit in the 
budget will have to be covered out of our funds. ‘To this extent the 
effective contribution which the Republic of Korea is now making in 
terms of economic resources is very much smaller than indicated by 
the defense budget. I do submit, however, that as the national 
income * * * and gross national product does increase the Republic 
of Korea will be in a position to make some substantial contribution 
to the cost in terms of money and resources of its armed forces. 

Mr. Woop. That, in fact, Mr. Meader, is, I think, one of the funda- 
mental reasons why I tell myself that the United States is in here 
with the rehabilitation program. I think while it doesn’t seem to be 
possible that the Republic of Korea within the near future could sup- 
port in all respects, including heavy equipment and weapons, an army 
such as is now being discussed, it does seem to me entirely possible, 
and in fact probable, that we can get the kind of recovery here in 
Korea that would make it possible for Korea to bear a very much 
greater proportion of the cost of this military establishment than it 
now does with reasonably acceptable living standards for the people. 
That seems to me one of the real objectives we have in this program. 
There are, of course, the very important psychological aspects of this 
thing. If people have hope and see their condition somewhat improv- 
ing and see that thev are getting ahead, it adds to the morale which is 
such an important element in the total strength of a country. 

Mrs. St. Grorce. Well, Mr. Wood, I would say that the morale 
of the country is high right at the present time. You may know a 
little more about it than I do, but it impresses me as being definitely 
high. 

Mr. Woop. You’re quite right. The spirit and courage of the 
people here—well, it’s been proved on the battlefield—are something 
that I constantly wonder at and admire when I see the terrible period 
through which they’ve been and the awful destruction and the low 
level of living of the people. I wonder often how many peoples in 
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the world would keep their chins up the way these people are keeping 
them up under similar circumstances. 

Mr. Brownson. Mr. Wood, do they have any kind of unemploy- 
ment-insurance system here, or what social benefits do they have 
built in the Government for the citizens? 

Mr. Woop. Not much, Mr. Brownson. There is, of course, as 
General Case told you, a very substantial relief program which is 
based on the imports of food and clothing and medical supplies of 
KCAC._ So, that’s about all they have at the moment in the way of 
relief. I don’t believe there is any social insurance or unemployment 
insurance, is there, Mr. Chafkin? 

Mr. Cuarkin. No; there isn’t. 

Mr. Brownson. Is there unemployment at the present time? 

Mr. Woop. Yes; there are a great many people destitute—refugees, 
and so on, living in these camps. There is a considerable amount of 
unemployment. That, of course, will and should be reduced as we 
begin to get recovery going here. 

Mr. Brownson. We got two definite answers in the briefings. At 
1 stage 1 of the experts claimed that there was a shortage of man- 
power, and another expert a little later on claimed that there was 
unemployment. 

Mr. Woop. Well, I think what the first expert was saying is that 
there is a great dearth of trained people and skilled technicians and 
that sort of thing, but it certainly is not true to say there is a shortage 
of manpower insofar as just labor is concerned. There are many 
people that are now unemployed. Of course, a lot of them are 
unemployable, war refugees who have been ill, wounded, or hurt 
and women and children and so on. 

Mr. Brownson. Don’t vou think it will get worse before it gets 
better? 

Mr. Woop. I think not. 

Mr. Brownson. We were out here at the Korean textile company 
this morning talking to the management and the manager. I asked 
him how much he was paying the girls a day; and he said, “Prices 
have just gone up terribly. I am having to pay them from 90 to 100 
hwan a day now.” He said, ‘“That’s so expensive that I’ve got to 
get more labor-saving machinery.”” We were up in a tungsten 
mine—Sang Dong Tungsten Mine—yesterday, and they showed 
us 2 new locomotives which had come, which they said would 
replace something like 328 men on 3 shifts in moving the cars out 
of the mine. Thev talked about the chemical-recovery plant which 
is planned for the future, which will reclaim 15 percent to 20 percent 
more of the tungsten and will do away with those thousands of 
people who are working in the stream there for 14 miles downstream 
in a sort of a process of panning out the leavings that are now missed 
in the old process. I wonder if we bring in this labor-saving equip- 
ment, if we’re not going to temporarily increase unemployment to a 
very great degree. I don’t know what those people are going to do 
up there in that valley that are living there panning this tungsten 
out of the water. I don’t know what the people up there are going 
to do that are busily occupied in their operation of these mine cars 
and I don’t know what these girls are going to do down here when they 
get more improved cotton machinery and cut down on the number 
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of mill attendants. I’m wondering if we are heading them into 
unemployment. 

Here we have a country where we have a lot of unemployed and a 
big labor problem. We’re bringing in labor-saving machinery which 
it looks to me at least temporarily will increase this problem. 

Mr. Woop. If you get production started in this country and re- 
covery going, the increase in employment from that source will much 
more than make up for any reduction in employment that the few 
labor-saving devices that can be brought in here will produce. Now, 
it may be that people off in little isolated valleys may not find employ- 
ment in those same valleys, and there may be little spots of that sort, 
but if we lick the inflation and break some of these bottlenecks, any 
real recovery will increase employment so much that the net gain 
will be there and will much more than overcome decreased employ- 
ment in particular spots. 

Mr. Brownson. I don’t doubt that at all; but what I say is that, in 
the meantime, won’t we have a temporary unemployment? It may 
be a little more aggravated than it is now. 

Mr. Woop. I think not, Mr. Brownson, because the rush of this first 
stage of recovery will increase employment very rapidly. I have no 
doubt of that at all. Mr. Chafkin, did you want to add one 

Mr. CHarKkin. Yes; I just wanted to add one brief remark, Mr. 
Chairman. There is, as you can see, an enormous amount of con- 
struction work yet to be done. It is really not machine work but 
work requiring the employment of a large amount of labor. Irriga- 
tion projects are one example. In our briefing the other day we dis- 
cussed the construction industry and the restoration of all damaged 
buildings, which, I think, is and will be a very important source of 
employment during this period. 

Mr. Woop. It’s some of those things that I had in mind to say. 
When we get recovery going, the increase in employment will much 
more than overcome these other phases of it. 

Mr. Brownson. Now, Mr. Wood, I would like to ask you the ques- 
tion which we have asked all representatives of the Department of 
State and other agencies operating outside the United States in the 
process of these hearings—that is whether or not you have certain 
recommendations as to legislation which might be enacted by the Con- 
gress—which would be helpful in assisting your operation, and which 
would aid in increasing the economy and the efficiency of your opera- 
tion here in Korea? 

Mr. Woop. I don’t think I’ve got any very important suggestion on 
that. I think it is true that the project that the President has 
launched for a very careful study of our whole foreign-trade policy of 
the United States, if a wise policy can be developed, will assist very 
much in every country of the world as well as in Korea. 

Mr. Brownson. I think we should note for the record that unsung, 
unheralded, and unwept Congressman Meader, our colleague, has 
been working for that type of a commission for the President 3 years 
in Congress. 

Mr. Meaper. I don’t like to hear you say unwept. 

Mr. Brownson. He is very happy at its final approval, but I 
think quite naturally would have wished that it could have been part 
of his project at the same time. 
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Mr. Woop. I think a real increase in foreign trade might come from 
the development of wise policies, but that applies not only to Korea but 
to the whole world. It will assist everywhere. I’m very hopeful 
about that. I don’t know of any particular piece of legislation that 
would make my job simpler here or contribute to the recovery of 
Korea. Have any of you members of my staff got any suggestions 
on that? I’ll be glad, as I get more experience here, Mr. Chairman 
I’ve been here less than 2 months, as you know 

Mr. Brownson. | certainly do. 

Mr. Woop. To send back any suggestions which may occur to me 
at a later time, but I’m afraid I haven’t got any very useful one in 
addition to this general one that I’ve stated. 

Mr. Brownson. If anything does come to you as a result of these 
hearings in the near future, we certainly would appreciate hearing 
from you because we are very anxious to convey the viewpoint of 
those in the field in drafting future legislation. Some of that legisla- 
tion particularly in the reorganization phases may well go through 
this committee. 

Mr. Woop. I think that has already started. To the extent that 
some carefully developed relaxation of the immigration laws could 
give people here and elsewhere in the Orient the idea that they are not 
regarded as second-class citizens, and aren’t wanted, much good would 
result. I realize we can’t have large hordes of them coming in. Toa 
considerable extent it helps the kind of understanding and sense of a 
common cause in any one of these countries, too. 

Mr. Brownson. We have heard in our conversations in Japan that 
the relaxation this year had been very beneficial in that regard. 

Mr. Woon. It has had the same effect here, though it has been rela- 
tively small 

Mr. Brownson. Well, it was relatively small there and surprisingly 
they didn’t get the pile-up of cases that they really expected. It was 
more a case of their wanting the right to get in than it was actually 
exercising the right once it was advanced. Of course, we are always 
faced with the problem in the United States, as you well know, of 
trying to get a happy medium between immigration quotas and the 
ability of the United States and some of its cities to absorb these 
populations. If we can take this new type of construction machinery 
which you have been using here, the landcrete process, we can get 
enough houses to house these people and get them over there, which 
I can assure you is somewhat of a problem. I want to thank you, 
Mr. Tyler Wood, for the extremely fine cooperation that has been 
evidenced by you and by your staff, to congratulate you on your 
approach to the problem which is going on over here, and to express 
the committee’s continued interest in vour problem. We hope that 
from time to time we can check with you on the progress that you are 
making, and you can be assured that we will have a continuing 
interest in this operation. 

Mr. Meaper. Mr. Chairman. 

Mr. Brownson. Yes, Mr. Meader. 

Mr. Meaper. Before you close the hearing, I would like to address 
a question to Mr. Wood. Inasmuch as the chairman has referred to 
some of my legislative predilections, I might mention that I was con- 
siderably interested in Reorganization Plans 7 and 8. Mr. Wood, 
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we've heard various figures mentioned as to the current annual ex- 
penditures on reconstruction 

Mr. Woop. The Prime Minister, who was formerly also Finance 
Minister, is also very concerned about this; and I have seen no evi- 
dence that there is any very great disagreement between my organi- 
zation and the Kepublic of Korea Government on the point that 
inflation is a very serious thing. 

Mr. Mraprer. We have neglected to ask whether or not you also 
exercise the responsibilities, activities, and functions of the Foreign 
Operations Administration in Korea wholly independent from the 
specific job. In other words, do you have the point 4 program in 
Korea under your control? Do you have technical assistance, and 
so on? 

Mr. Woop. I do, sir. 

Mr. Muaper. Under the regular Foreign Operations Administra- 
tion? 

Mr. Woop. I do. I am the representative of the Foreign Opera- 
tions Administration here. All those programs in Korea are under 
my supervision here and directly under me. We are going to have to 
do quite a lot of assistance here in the form of technical assistance as 
well as the supplying of commodities, machinery, and that sort of 
thing. 

Mr. Meraper. Now it impresses me that Korea, perhaps of all 
places in the world, is peculiarly ripe for technical assistance because 
of the almost universally recognized fact that the Japanese con- 
sciously and intentionally kept the Koreans from learning anything 
about administration and important executive positions. Could you 
tell us rather briefly just what you have in the way of a program for 
giving technical assistance to Koreans under the point 4 program? 

Mr. Woop. Yes, Mr. Meader, as a matter of fact there are many 
things that we will be doing here which is straight technical assist- 
ance. We will have a very strong vocational education program. 
We are going to assist in the establishment and the traiaing of tech- 
nicians—not only through vocational education but by giving support 
and help to some of the technical schools here. In addition to that 
also, however, technical assistance jobs will be all through our pro- 
gram. For example, in our transportation program we are training 
people to take over the job of the railroads. When people come in 
here to establish a cement factory, the American technicians who come 
in here to build it and start it operating will stay here and train the 
technicians, the managers, and the other people who are needed to 
operate that factory. 

Mr. Brownson. Mr. Wood, if I may interrupt. Now you talk 
about the railway program—the transportation. You say we are 
training the technicians, while actually the Army has been doing that 
all the way through, haven’t they? 

Mr. Woop. Yes. 

Mr. Brownson. And they are still the ones that are conducting it. 

Mr. Woop. The Army and the KCAC people are working together 
on that. When I said ‘“we’’ I was speaking of the United States, now. 

Mr. Brownson. I must admit that the further I get into this 
thing the more confused I get. Now, to find another thread of gold 
running through the warp and woof is almost more than I can stand. 
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Mr. Meaver. When you say ‘we,’ who are you talking about? 
The United Nations? 

Mr. Woop. I was talking about all those who are working here in 
Korea on these various problems. 

Mr. Mraper. The United Nations have too. 

Mr. Woop. That’s right 

Mr. Coteman. Mr. Chairman, one further point of elaboration 

Mr. Woop. Mr. Coleman. 

Mr. Brownson. Yes, Mr. Coleman is talking now 

Mr. CoteMan. One point of elaboration on what Mr. Wood said 
was wanting. It was perhaps not emphasized sufficiently in the 
briefing that you have had from one of the experts; but one of the 
principal jobs of the experts of each and every one of these fields 
that are operating here is to give technical assistance to the Korean 
Government, to the Korean industry, and to agriculture, to train 
people and assist them to do a better job. 

Mr. Brownson. I am sure of that. But, if that’s the case, why 
do we need another technical assistance program on top of the pro- 
gram of the people that are already assisting you technically? 

Mr. Coteman. I don’t think there is a separate program, Mr 
Chairman. 

Mr. Brownson. You don’t have a separate program? 

Mr. Woop. No; there’s no separate program. It’s all part of this 
integrated program we are developing here. 

Mr. Mraper. And no separate funds? 

Mr. Woop. No. 

Mr. Merapver. There’s not an additional source of funds? 

Mr. Woop. Oh, no. 

Mr. Meaprer. The $15 million we discussed this morning. 

Mr. Woop. No. All of this is within the funds that 1 have been 
talking about, and part of those funds will be used in all these fields 
to do a technical assistance job in connection with our total rehabili 
tation program here. 

Mr. Brownson. Do you have any more questions, Mrs. St. George? 

Mrs. Sv. Georae. No. When we get off the record | would just 
like to make one remark. 

Mr. Brownson. Do you have any more questions, Mr. Meader? 

Mr. Meaper. No. 

Mr. Brownson. Well, again, Mr. Wood, thank you very much and 
thank those of your staff who have been so helpful to us, and we wish 
you very well in a very important project. 

Mr. Woop. May I thank you on our behalf, Mr. Chairman, and the 
other members of the committee. It’s rather a comfort, you know, to 
us who are working out here at the ends of the world to find people 
like yourselves who come here and listen to our story and make sug- 
gestions to us and show that you are interested in us even though we 
are many thousands of miles away from home. We are grateful 
to you. 

Mr. Brownson. We certainly appreciate the job you are doing 
and are glad to evidence that interest because there is a very real 
interest on the part of the Congress; and, as you well know, on the 
part of the people of the United States in this job in Kores 

(The hearings then adjourned at 11:00 p. m.) 
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FRIDAY, OCTOBER 16, 1953 


House oF REPRESENTATIVES, 
INTERNATIONAL OPERATIONS SUBCOMMITTEE 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Seoul, Korea, 
The subcommittee met, pursuant to call, at 3:00 p. m., in the offices 
of the United States Information Service in Seoul, Korea, Hon. 
Charles B. Brownson (chairman of the subcommittee) presiding. 
In addition to the chairman, Congressman George Meader and 
Congresswoman Katherine St. George were present. 
Also present: Maurice J. Mountain, staff director, and Edward C. 
Kennelly, counsel of the subcommittee, and Belton O. Bryan, State 
Department escort officer. 


STATEMENT OF NILES BOND, DEPUTY CHIEF OF MISSION; AC- 
COMPANIED BY SIDNEY L. W. MELLEN, FIRST SECRETARY 
AND CONSUL; JOHN A. CALHOUN, SECOND SECRETARY AND 
CONSUL; MARGARET BOOTH MANHARD, PERSONNEL OFFICER; 
EDWARD ROWLAND KELLEY, ATTACHE; MORRIS WESLEY SCHER- 
BACHER, CULTURAL AFFAIRS OFFICER, ALL UNITED STATES 
EMBASSY; JOHN R. HIGGINS, ACTING PUBLIC AFFAIRS OFFI- 
CER, AND ALFRED LAWRENCE GRIGIS, PROGRAM EXECUTIVE, 
UNITED STATES INFORMATION SERVICE 


Mr. Brownson. The meeting of the International Operations 
Subcommittee of the House Committee on Government Operations 
will now come to order. Mr. Bond will give us a brief discussion of 
some of the elements of Embassy operations which possibly we have 
not covered, and we will follow that with questions. Will you pro- 
ceed please, sir? 

Mr. Bonn. Mr. Chairman, I will be very brief. Because of the 
limited time I think it will be more profitable if we operate on a basis 
of questions and answers as much as possible. You will remember 
that the Embassy was moved from Seoul, where we had a very large 
Embassy, to Pusan, where it was set up on a very limited basis, in 
1950. The move back to Seoul was begun in the early part of this 
year, and since June or July the emphasis of the Embassy on the sub- 
stantive point of view has been in Seoul. We have in Seoul now, in 
addition to the Ambassador and Deputy Chief of Mission, the Politi- 
cal Section, the Economic Section, and the public affairs officer with 
a small staff of his own. Now this at the present time is where 

Nore, —Asterisks denote classified material deleted. 
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the bulk of the Embassy business is transacted. The Embassy in 
Pusan now constitutes w hat might be called a base camp or rear head- 


quarters. We, of course, because of the uncertain state of affairs 
in Korea, cannot be certain that we will not have to return to Pusan 
some time in the future. ‘Therefore, we are trying to keep the home 
fires burning by keeping a few houses and an office staff going with 
the thought that we may have to return there. In the meantime, 
as | say, we transact the bulk of our business here The Korean 


Government since July has been almost entirely here in Seoul rather 
than in Pusan so that virtually all of our contacts with that govern- 
ment are carried on here. That’s true not only on the political level 
but on the economic level and in the various specialized fields. The 
staff that we have here now is a very small staff by present-day stand- 
ards, but the Ambassador has thought that we are here on a rather 
“camping out’ basis. This is the situation. It is now gaining the 
degree of stability which we feel is necessary before we transfer the 
entire Embassy. 

Consequently, we have what I suppose is one of the smallest em- 
bassies in the world today. We have in addition to the Ambassador 
and Deputy Chief of Mission a political section consisting of 3 people 
and an economic section at the present time consisting of only 2 
American officers. We have in addition to that, I will say, an ad- 
vance section of the USIS and an administrative section. Mr. 
Chairman, I prefer that you go on from here with questions either 
substantive or procedural, and we will do our best to answer them. 

Mr. Brownson. Thank you very much, Mr. Bond. The com- 
mittee has noticed, [ think with a great deal of interest and with un- 
restrained enthusiasm, the fact that the Ambassador has kept the 
staff down, in that it is true that this is one of the smallest embassies 
in the world at the present time. It becomes the problem of whether 
you are in style for the future; and the others are all out of step, or 
if it is possible that it may be the other way around. I am inclined 
to think that vou have the type of operation we are heading for over 
a period of years, and I note that throughout the Ambassador’s career 
he has been well known for running this type of shop with a minimum 
number of people and a maximum degree of efficiency. How many 
locals do you employ in connection with your staff? 

Mr. Bonn. I will refer that question to the personnel officer, Mrs. 
Manhard. 

Mrs. Mannarp. In Seoul or in Korea? 

Mr. Brownson. Well, I believe that we would prefer to think of 
the operation as a combined Seoul-Pusan operation. The fact that 
you are geographically separated right now is just a temporary 
measure of expediency * * *. 

Mrs. Mannarp. Yes. We have 150 Korean employees in the 
regular program. 

Mr. Brownson. One hundred and fifty. 

Mrs. MANHARD. Yes. 

Mr. Brownson. And how many in your special program? 

Mrs. Manuarp. In the USIS program we have 160, and that is 
including Quonju, Chonju, Seoul, and Taegu branch offices which 
they are in, and also Songnam where our motion-picture office is. 

Mr. Brownson. You haven’t, of course, seen the latest staff in- 
structions to know how they coincide; but you have had conversations 


back and forth to understand rather well what it is? 
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Mrs. MANHARD. Yes, sir, there are some cuts. As I just noticed 
there will be about 20 off the bottom right there in the Korean pro- 
gram, taken by the Department, which will be a hard thing to bear 
at the present time because we have a big staff in Fusan who do the 
services which one ordinarily finds are provided by public utilities 
in other countries. We have, for example, a water truck to carry 
drinking water to our houses. It takes eight people to keep the 
drinking water supplied to our residents 

Norre.—USIA, Washington, later advised that this was an esti- 
mated reduction which would be necessitated under certain budget- 
ary assumptions. It was not effected. 

Mr. Brownson. Has the Army ever been contacted to find out 
whether the Engineers or some other Army unit could furnish that 
service? 

Mr. Bonn. Mr. Kelley will answer that question for vou. 

Mr. Ketuey. The Army has, sir. There is a circular that is here 
in Seoul for the Eighth Army, and there is also a similar one for the 
Korean base section in Pusan which provides certain administrative 
support for us on a reimbursable basis; and that takes in subsistence, 
medical facilities, and maintenance of heavy items of equipment. 
There are about 3 or 4 other types of support like that. They v never 
have Ln erecs services such as maintaining our automobile We 
have to provide our own mechanics. What we do, when we can, is 
to get an parts from the Army when they have them available on a 
reimbursable basis. 

Mr. Brownson. Of course, I find that difficult to understand. We 
found the same thing 2 vears ago, if a will remember George, up in 
Juneau. Every type of agency of the Government was running their 
own motor maintenance repair operations. It just baffles me in a 
setup like this where the military is so dominant. When they have 
all of these facilities for repair, why should it be necessary for the 
Department of State with their many requirements to go into the 
motor-vehicle-repair program ? 

Mr. Ketiey. May I add that up here in Seoul our cars are being 
maintained by the Army, but that is due to the fect that it is a small 
operation, and I don’t know how long we will be able to keep that 
Fong. 

(Nore.—This arrangement has subsequently terminated. Em- 
bassy is participating in jointly financed vehicle-maintenance program 
with UNKRA, whereby UNKRA furnishes parts and mechanics, 
and the Embassy furnishes space. 

Mr. Brownson. May I ask how many cars you have in Pusan? 

Mr. Ketuery. In the Pusanmarea I would say that we have approxi- 
mately 60. 

Mr. Brownson. And how many do you have in the Seoul area? 

Mr. Ketiry. We have here 6 sedans, about 9 jeeps, two 2%-ton 
trucks which are a new type, and 2 old ones which we are sending 
back to Pusan, and 1 extra jeep which is to be sent back to Pusan; 
and we have 4 mobile units, including 1 panel truck. 

(Notr.—With transfer of Embassy administrative functions to 
Seoul, this ratio is almost wholly reversed.) 

Mr. Brownson. How many motor-maintenance personnel do you 
have of your own at this time? 
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Mr. Keutey. In Pusan we have eight Korean mechanics, and we 
have an Army sergeant who is attached to the Embassy to supervise 
the motor pool. 

Mr. Brownson. He is attached by the Army? 

Mr. Ketiey. By the Army; yes sir. 

Mr. Brownson. As I understand it, you are a little bit in doubt 
as to the whereabouts of your military and air attachés at the present. 

Mr. Ketitey. We know the whereabouts. The air and military 
attachés’ staff is going to Taegu. The naval attaché’s staff is in 
Pusan 

Mr. Brownson. I wondered. Has anybody heard any rumors as to 
what the military and air attachés are doing in Pusan? 

Mr. Bonp. Mr. Chairman, I might say a word there. The reason 
for this divided operation as far as the service attachés are concerned 
arises out of the fact that the Korean Army Headquarters and the 
Korean Air Force Headquarters have been at Taegu. The Korean 
Naval Headquarters has remained in Pusan; therefore, the naval 
attaché has remained there. 

~ x * a * * * 


I believe the plan is to bring the service attachés to Seoul—the 
army and air attachés as soon as they can be provided with quarters 
and as soon as the Korean Government completes the transfer of its 
own military headquarters to the Seoul area. 

(Notrt.—This has now been accomplished.) 

Mr. Brownson. Normally a military or air attaché consults very 
frequently with the Ambassador. 

Mr. Bonn. Yes, sir. There’s generally very close contact. 

Mr. Brownson. I understand that the last time the military and 
air attachés in this case have had time or been in the proper locality 
to consult with the Ambassador was some time last June. Is that 
right? 

Mr. Bonn. They make occasional trips up here. When the Em- 
bassy was in Pusan, the army and air attachés used to come to Pusan 
once a week for a weekly staff mee ting. Since we have come to Seoul, 
of course, the distance has made it impossible for them to get here, 
so that we see very little of them actually up here. The naval attaché 
has performed considerable service, since he operates the only aircraft 
the Embassy has at its disposal. He does a great deal of flying 
around on Embassy business, since we are all entirely dependent on 
that sort of transport here. We have been trying for some time to 
help the air attaché to get a plane of his own which would be quite 
useful to us. The plane which the naval attaché operates is a small 
Beechcraft which is not adequate for the needs here. It is a bad 
instrument plane; and when the weather is not ideal for flying, it is 
not a particularly safe plane. 

(Nore.—The air attaché is now assigned an aircraft.) 

Mr. Brownson. I would recommend that we start dealing with 
the Army to get helicopters. We had a very pleasant experience with 
them yesterday. 

Mr. Bonn. I certainly support that recommendation; yes, sir. 

Mr. Br cownson. Tell me, what do you think of your motor-pool 
problem? Don’t you think that in a setup like this it would make 
good sense if the Army or the Navy were to provide maintenance 
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facilities down there so that in view of the primary interest they 
would take over the maintenance of those vehicles? 

Mr. Bonn. We certainly do. We have advanced that point of view 
consistently over a long period of time, but it has had limited satis- 
faction. It certainly doesn’t make sense for a small operation like 
ours to operate independently with its own personnel. The Army 
has from time to time been very helpful and has made facilities avail- 
able to us, but it has depended to a considerable extent on the local 
commander. 

Mr. Brownson. The Ambassador the other night in one of his 
conversations with us told us that he was literally amazed when he 
came here to find out about the very extensive holdings in property 
the United States Government had in Seoul. Do you happen to have 
a list of those properties? 

Mr. Ketuey. I don’t have a list, sir. I can tell vou fairly well 
what the property holdings are. The Government owns the Mitsui 
Building and 2 compounds—compound 1 consisting of 8 houses and 
compound 2 consisting of 42 houses. 

Mr. Brownson. I have compound 2 on this list from the Office of 
Foreign Buildings Operations, Washington, as consisting of 43 houses. 
It’s a small difference, but I just wondered which one was right. 

Mr. Keuiey. Forty-two houses, sir. There was a 109 A and B. 
Why it was considered as two houses, | don’t know. Half of that was 
burned down. Compound 1 has 8 houses, and then we have free 
leasehold titles to rather extensive holdings here; and that was due 
to the initial financial property agreement of 1948. In that it is 
said that we would have free leasehold title to the following pieces 
of property but are not limited to that. Those mentioned are this 
building right here, the Plaza Hotel, the Kookje Hotel, the Mai Ja 
Apartments, the Capital Apartments, the 54 to 57 houses in the 
capital area grounds, and fifty-some houses in the Gold Coast 

Mr. Bonn. This, Mr. Chairman, dates back to the days when the 
American mission in Korea consisted of approximately 1,700 Ameri- 
cans in 1948 and 1950. 

Mr. Keuuey. I can go through several more of those. There is a 
warehouse area out in Yongsan. ‘There’s a motor-pool area across 
the street from there. There’s a six-story warehouse down near the 
South Gate, and so many other properties that we have not gone 
around and tried to a them. They are by Korean addresses. 
It will say billet No. 9, billet No. 10. Nobody seems to know just 
where they are, and ioe dependent housing No. 42 and 102. 

Mr. Bonp. These are not United States Government property. 
These are held on a free leasehold basis. 

Mr. Brownson. Free leasehold basis for what period of time, Mr. 
Bond? 

Mr. Bonp. I don’t believe it was limited. 

Mr. Brownson. That’s a wonderful arrangement. 

Mr. Keuuiey. But the properties of a lot of them are occupied by 
the American Army or the Eighth Army. 

(Norr.—The agreement specified the property would be returned 
to the ROK upon troop withdrawal from the country.) 

Mr. Brownson. Now, are we giving away appropriations for 
those? 
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Mr. Ketiey. No, because we don’t pay anything for those houses. 
We turned over, I think it was, $28 million of surplus property. That 
is, the American Government gave it to the Koreans, and in return 
we got ownership of compound | and compound 2 and the Banto 
Building, which is the 8-story building down here that was formerly 
the Embassy, and then free leasehold title to the other properties 


which are very extensive. The reagan. does not use any of the 
free leasehold prope rties except this building and the warehouses. 

\ large number of others has been occupied by the Army, and then 
many of them are just vacant or in a damaged condition; and possibly 
many Koreans have moved into the houses. The Korean Govern- 


ment has only made one request during that period of time for any 
of the properties, and that was a lot near the main PX. I believe it 
was the USIS Building that was there when the request was made. 

Mr. Brownson. Do you suppose that you edid get together for 
us a list of these properties as you received them? 

Mr. Kevuey. I believe I can get it. I believe that I can get an 
almost complete list, but it will take a bit of time. Colonel Wright, 
with the real-estate office in the Eighth Army, is making a survey right 
now based on these free leasehold properties, the ones that we are 
entitled to on the initial financial agreement of 1948. 

Mr. Brownson. If you would provide us with a list of that nature, 
it would be extremely helpful. 

Mr. Ketiey. Certainly, sir 

Mr. Brownson. Now what plans have you worked out here for 
eventual legalization of these properties? 

Mr. Bonn. The only one of the free leasehold properties, as Mr. 
Kelley says, that we are now using is this building; and the Koreans 
have asked for the building back. We are committed to them to 
return it as soon as we can move the people here into the Mitsui 
suilding, which should be a matter of weeks now. Up until now we 
have felt that we could take care of our housing needs with the 
United States Government-owned properties here, and that it will 
probably not be necessary to use any of the free leasehold properties. 
We are at the present time letting UNKRA use about twenty-odd 
of our houses in compound two. We have not anticipated, you can 
check me on this, that we would need to reclaim any of these free 
leasehold properties. 

Mr. Ketuiey. I would like to correct one thing. The warehouses 
we plan to keep are also free leasehold properties. There’s an interest- 
ing setup on these free leasehold properties. We cannot repair the 
properties ourselves. We cannot get money for that, so what we do 
is to ask the budgeters of the Korean budget, and they provide money 
for the repairs under our supervision—that is, if we should wish to 
repair any of the properties 

Mr. Brownson. In any way that you look at it, it all comes out 
of the same pocket 

Mr. Bonn. In view of the extensive damage to property in Seoul, 
[ think it would be difficult and disadvantageous for us to try to keep 
control of these free leaseholds, if we didn’t absolutely need them 
because there is a great need for properties, both residential and 
office, in the Seoul area. 

Mr. Brownson. Who is using the eight-story building now? 





RELIEF AND REHABILITATION IN KOREA 145 


Mr. Bonn. The Banto, the so-called Banto Hotel, which was our 
Chancery before the war was returned to the Korean Government 
last year in return for the Mitsui Building and a cash settlement, as 
I recall, of about $2,500,000 

Mr. Ketury. $2% million. 

Mr. Bonn. So that is now being rehabilitated by the Korean Gov- 
ernment which intends to use it. 

Mr. Kewuey. As an office building and hotel. 

(Nore.—The Department of State later provided the following 
up-to-date information concerning United States property in Korea 
as of November 25, 1953:) 

EXHIBIT 19 
DEPARTMENT OF STATE, 
Washington, November 25, 19 
Hon. CHARLES B. BROWNSON 


Chairn an, Government O pe ttions Commiuitee 
House or Rex esentala es 


My Dear Mr. Brownson: This Department has received an operations 
memorandum, dated November 10, 1953, from the American Embassy at Pusar 
in which it has stated that during the recent visit of the Brownson committe 
the committee requested a complete listing of Government-owned and free leas¢ 
hold properties in Korea. The operations memorandum includes a list which, 
according to the Embassy, represents the most complete picture of these properties 
that the Embassy can obtain 


The Foreign Buildings Operations Office has reviewed the list of Government 
owned properties against its records here in the Department and has made certain 
additions and corrections with respect to the Government-owned properties 
The list, as revised by the Department, is attached. 

Sincerely yours, 
E. J. KERRIGAN 
De puty Director, Foreiqn Buildinas Operation 


GOVERNMENT-OWNED AND FREE LEASEHOLD PROPERTIES IN Kort 


SEOUI 


A. Government-owned propertve 


(a) Embassy residence and four other residences purchased in 1882 

b) Dependent House and lot No. 10, 1-39 Chong Dong: 1,362 py 
pyung—36 square feet 

c) Russian No. 1, 1-29 Chong Dong: 720 pyung. 

(qd) Vacant lot east of present United States consulate, 1-9 Chong Dong: 1,414 

(e) Vacant lots south of present United States consulate; part of the road now 
running beside the United States consulate leading to the property ol the Seoul 
Club. 8-1, 8-3, 8-4, 8-5, 8-6, 8-7, 8-8, 8-9, 8-10 and 8-17 Chong Dong: 53,540 

(f) Triangular lot directly east of DH No. 10 and Russian No. 1 together with | 
warehouse, 3 houses and other buildings thereon, 1-39 Chong Dong: 1,675 pyung 

g) All of the former military government area No. 2, consisting of approxi 
mately 43 houses, miscellaneous other buildings, and the land on which situated 
This is in.ended to include all property owned by the Siksan Bank in this area 
all of 49-1 Song Hyun Dong, and all of 96, 97-2, 98, 99, 102, 103-1, 104—1 and 
104-2 of Sakan Dong together with all buildings thereon: 9,915 pyung more or 
less. 

(h) Mitsui Building, now being rehabilitated for use by the Embassy 

(7) The Banto Hotel has been sold to the ROK Government 

2. I ree leasehold properties: 

(a) The OCI Information Center and lot (formerly Metropolitan Police build- 
ing) has been released to ROK. 

(b) Special troops area is being utilized by the engineer utilities detachment 

(c) Warehouse near south gate being used by the Quartermaster Corps 

(d) Camp Sobingo, used by the Eighth Army. 

(e) Billets Nos. 32 and 24, Korea Civil Assistance Command (KCAC Kookje 
and Sudo Hotels 

(f) Billet No. 23, correspondents’ billets (Nai Ja Apartments 








146 RELIEF AND REHABILITATION IN KOREA 


g) Billet No. 38, USIS, to be released to ROK when Mitsui Building is com- 
pleted (Plaza Hotel 
h) Specified 51 houses and lots in three military areas Nos. 1, 2, and 7, were 
all returned to ROK (see letter attached, exhibit A 
De pendent house No. 9, Visitors Bureau 
Dep ndent house No. 109, 705th CIC Detachment 
i De pendent house No 143, 3d a \IS 
Dependent house No. 218, JACK (8240 AU 
m) Dependent house No. 221 is private property now, according to ROK 
PCO 
n) Billets Nos. 5, 10, and 11 cannot be located; neither the Embassy, nor the 
ROIs Propert v Custodian Office has any record of them. 
Fifty-seven housing units in Capital grounds area being used by ROK, have 
not been returned to ROK 


Yong Dong Po, de pendent housing area No. 1, being used by 9d Engineer 
Gro Dp 
3. Of the free leasehold properties returned to the ROK Government, the 
following houses are occupied DV Army units 
a) Dependent house Nos, 628, 16, 629, 314th Ordnance Group and 24th EOD 
c% 


Dependent house No, 280, Eighth Army, SCC Combined Intelligence Team 
Dependent house No. 8, Fifth Air Force, quarters Lieutenant General 
Anderson 
d) Dependent house No. 1, Fifth Air Force, quarters Brigadier General 
Underhill 
Dependent house No. 128, 8240th AU 
f) Dependent house No. 101, No. 14, Military Liaison Group FEC 
g) Dependent house No. 376, 512th Ordnance HAM Company. 
} Dependent house No. 134, BOQ, 1 Intelligence officer. 
Dependent house No. 28, KMAG 
j) Dependent House No. 201, 30th Ordnance Bn 
$. With the exception of Billet Nos. 5, 10, and 11, and the 57 housing units on 
the Capital grounds, all property owned or leased by the United States is being 
tilized by the United States or U. N. Forces or agencies. 


PUSAN AND OTHER CITIES OF KOREA 


B. Freehold p operties 

a) Fourteen free leasehold houses, occupied by Embassy staff 

6b) Three warehouses—for Embassy use 

c) Embassy building 

d) Motor pool area. 

USIS Center in Taegu 

f) USIS Center in Kwangju 

g) USIS Center in Chonju 

h) USIS Motion Picture Production Center, Sang Nam 

This list is complete insofar as Embassy-held free-leasehold property is con- 
cerned. Property held by the Army is usually requisitioned so there is no separa- 
tion of property in the records between that which is vested Japanese property and 
others. The few Army and Air Force properties listed are those formerly held by 
the Department of State as free-leasehold properties. 

Mr. Bonp. As a combined office building and hotel. 

Mr. Brownson. Does your organization here follow normal Em- 
bassy organization, political division, economic division—the same 
organization as in Japan or anywhere else? 

Mr. Bonp. Well, when Ambassador Briggs arrived in Korea last 
November, I believe it was, he recommended that the political and 
economic sections be combined since it was a very small operation. 
That was done and we had from that time up until very recently a 
combined chancery including the political and economic section of 
which Mr. Mellen was the chief. Now recently we have recom- 
mended the separation again of the political and economic sections 
and have proceeded on the basis of this operation. So at the present 
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time Mr. Mellen is heading the economic section and Mr. Calhoun is 
heading the political section. 

Mr. Brownson. Who made the recommendation that they be 
separated once more? 

Mr. Bonn. That was made by the Embassy a month or two ago 
We felt that the time had come when the utilization of personnel 
could be more efficient if we had separate functions for the political 
and economic. 

Mr. Brownson. Who initiated the idea in the Embassy? 

Mr. Bonp. I believe Mr. Mellen did. He, Mr. Mellen, had been 
head of the joint combined chancery and had really made it work. 
[t was quite a job, and he did a masterful job of making this thing 
work. One reason, I believe—and you can elaborate on this if you 
wish—for separating the economic section was that with the estab- 
lishment of the economic coordinator’s office we felt that there 
should be one section of the Embassy which should be in touch with 
the economic coordinator’s office, and it was for that purpose that 
it seemed to us more efficient to have a separate economic section. 
Do you want to add anything to that? 

Mr. Meuuen. No, that’s fine. 

Mr. Brownson. At the time of the separation of the political and 
economic sections, how many people were in each? 

Mr. Metien. Well, we had a number of vacancies. The number 
of actual people offhand was 3 in political and 2 in economic, but that 
lasted a relatively short time. We have people arriving this week up 
here. 

Mr. Brownson. How many will you eventually have? 

Mr. Meuuen. Well, perhaps 4 in the economic; and 1 of those, I 
think, will divide his time and give some time to political work. 

Mr. Brownson. Then you will have 3% in economics and 3% in 
political? 

Mr. Mexuen. That’s about it, ves sir. 

Mr. Brownson. You honestly thing that a force of that size can 
work better divided than together? 

Mr. Me.uen. | think it is likely to prove better, ves, although it is 
a very small group. The fact that it is so small, of course, makes it 
possible for the two sections to work closely together and each be 
fully informed about the problems and the activities of the other. 

Mr. Brownson. I would say that with your office space out there 
it would be very difficult for anybody not to be fully informed on 
everything, but the division seems to me to be a little academic. 

Mr. Meuuen. Yes, that’s true. 

Mr. Catnowun. I might add to that, if I may, that actually we share 
many things still even though we are separated—our local personnel, 
for example. Some of them are working for both sections. {in some 
respects it is still a combined section in its operation, partly because 
of the location. 

Mr. Brownson. Mrs. St. George, do you have a question before 
we go on? 

Mrs. Sr. GrorGe. Well, yes, I did want to ask—What is the situa- 
tion in regard to representation allowances? 

Mr. Catnoun. Mr. Kelley, I think, can answer that question. 

Mr. Ketiey. Well, the difficulty is that we don’t have all of the 
figures up here on the representation. 
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Mr. Bonp. At this point I might say that certain functions of the 
Embassy, including part of the fiseal, are still down in Pusan. 

Mrs. St. Georae. Oh, I see. 

Mr. Bonn. And so our budget and fiscal staff are all in Pusan. 

(Nore.—With consolidation in Seoul, this is no longer the case.) 

Mrs. St. GrorGe. So your figures up here are rather sketchy. 

Mr. Bono. That’s right. 

Mr. Ketuiey. Everything is sent down to Pusan—all the vouchers 
and all that. 

Mrs. Sr. GrorGe. They have them. 

Mr. Bonn. We want to move them up here as soon as we feel we 
can in view of the stability of the situation and the space available. 
Mr. Kelly, do you have the fiscal figures? 

Mr. Kettey. I believe for our fiscal year 1954, $4,100 is authorized 
for representation. For USIA the only thing we have is for the first 
quarter, and that is $202. The $3,300 has been broken down for the 
Ambassador $470, for Mr. Bond $190; and for the other officers $440. 


* * * * * * 


Mr. Meaper. Mr. Bond, I am interested in the separation of the 
Political and Economic Sections. This is interesting because you 
did combine them and now you are separating them again. I know 
that there is some explanation, but I just wonder if you have been 
able to see where there is any advantage in trying to establish juris- 
dictional lines as between politic al questions and economic questions. 
Frequently we find that questions have both political and economic 
aspects and I am a little bit surprised to see you revert to the separate 
system 

Mr. Bonn. Well, as the Chairman very rightly said, it is somewhat 
of an academic separation. Actually the same work is being done 
by the same people exce pt that it relieves Mr. Mellen of the almost 
impossible burden he had of trying to run the political as well as the 
economic section. Well, the way it Is now he can concentrate on the 
economic and Mr. Calhoun can concentrate on the political. They 
still work very closely together. As I say, the same reports are still 
being written by the same people. I think generally we have found, 
and I think Mr. Mellen can confirm this, that it has resulted in 
a more effective utilization of the talents which we do have here. 
There is certainly no feeling on our part that political and economic 
problems are separate and distinct and can be dealt with as such. 
We still realize that they all interlock and that is reflected in the way 
the reports and the work are developed. They work very closely 
together, but as I say, it is simply that one person now is relieved 
of the necessity of running the political as well as the economic 
reporting, and Mr. Mellen can concentrate on the economic and Mr. 
Calhoun on the political. The way it was with as much work as 
Mr. Mellen had, it meant that the Economic Branch didn’t receive 
the attention which it should have because of political difficulties. 
As it is now, with 1 person specifically responsible for each area and 
with the 2 heading up in my office as they do, we can effect a more 
frequent sort of coordination 

Mr. Mraper. In other words, you’re quite satisfied that the division 
is desirable? 

Mr. Bonn. Yes, sir. We gave it a good deal of thought, and as 
I say, it was in no sense motivated by a conviction on our part that 
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the problems are not interlocking because we certainly recognize that 
they are. 

Mr. Mraper. And you are changing them back to separate divi- 
sions only because you found out that combined, it was organiza- 
tionally difficult. 

Mr. Bonn. Purely an organizational matter, ves sir. In fact with 
as limited a staff as we have, we have to make the best possible use of 
everyone. 

Mr. Mexien. Could I add a word there? 

Mr. Bonn. Yes. 

Mr. Metuen. Just to elaborate a little on the point that Mr. Bond 
made a few minutes ago. With the establishment of the Wood mission 
here—the Economic Coordinator’s mission—there is a need for the 
Embassy, someone in the Embassy, most logically myself, to be 
in continuous contact with them, to go around to their offices, 
and to receive them in our offices and to talk with them about a 
variety of things which concern both the Embassy and the Coordi- 
nator’s Office. If the person who was to do that, and there was no 
one else besides myself, was also required to do that and review all 
political reports issuing from the Embassy, the work would slow up 
and there would be a bottleneck. 

Mr. Bonn. Mr. Meader, one more point on the coordination. The 
Ambassador has made it a practice all the time he has been here to 
hold a daily staff meeting at 10 o’clock each morning which includes 
the heads of the political and the economic sections as well as the 
Public Affairs Officer so that there is a daily discussion of problems by 
all of us concerned. In that way, too, economic problems do not 
become compartmentalized or isolated from the political problems 
or visa versa. We discuss them altogether in all of their aspects, and 
then the actual work of reporting is simply farmed out to the people 
who specialize in the particular aspects of the work 

Mr. Meaper. From what Mr. Mellon just said, | gathered that if 
it hadn’t been for the advent of the Wood mission the separation of 
the economic and political sections might not have taken place. 

Mr. Metuen. It certainly brought it to a head, Mr. Meader, as 
otherwise the combined setup might have continued for some little 
time. I think when the Embassy gets back to its normal strength 
we might, in that case, find that it will be more economical to break 
down the two separate sections. 

Mr. Brownson. Mr. Meader, if you will just let me ask a question 
Mr. Mellen, what do you regard as a normal Embassy? 

Mr. Metuen. Well, it depends, Mr. Chairman, on whether we 
have a normal situation for Korea. If we assume that we will have a 
stalemate, that is, an indefinite continuance of the truce, we have to 
plan on that basis even though we know that it may be broken and 
the war may be resumed; but if we continue on this seemingly peace- 
ful basis for a considerable length of time, we may well find that 
American businessmen may come in and undertake investments or 
trading activities as they have done in the past. We have already 
seen a good many signs of that. We have been deluged with letters 
recently from businessmen. 

Mr. Brownson. They heard about the $200 million that we just 
appropriated. 
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Mr. Metuen. If there should be an increase, a real and continued 
increase, in American business activities here, they would certainly 
be coming to the Embassy and expecting us to give them advice on 
their affairs. 

Mr. Brownson. Then you have a certain amount of consular 
responsibility, don’t you, toward these people as well as the other 
Federal agencies operating here? 

Mr. Metien. Consular? Well, that shouldn’t fall in the economic 
field. 

Mr. Brownson. I am talking about the Embassy in general. 

Mr. Metuen. Yes, there is. 

Mr. Brownson. The more Americans coming in, the more services 
you have to perform. It is sort of like the Occupation in Germany 
where hundreds and hundreds of American personnel put a large load 
on the Embassies and the State Department facilities to support 
them. Saying that the present situation were to continue after 90 
days, and that President Rhee and the President of the United States 
could find an amiable path to traverse, whs at would you say would be 
a normal Embassy staff in your experienc e? 

Mr. Meuuen. Well, sir, there is another unknown in the thing 
which I would like to mention—that is the relationship between the 
Embassy and the Wood mission. I happened to serve in Italy before 
coming here. Italy was one of the posts where it was possible to 
establish an extremely good working arrangement between the 
Embassy and the ECA mission, or MSA mission as it was there 
in which, for example the economic counselor * the Embassy was 
Deputy Chief of the MSA mission and half a dozen men in the 
Embassy economic section also performed jobs. in field positions in 
the table of organization of the MSA mission. I personally think 
that in the course of a year or two, if the Economic Coordinator’s 
job continues, and if csaakiiien approaching a stable peace is estab- 
lished, the Army will be disposed to slough off the responsibilities 
which they now hold for economic as well as military affairs here. 
It’s a possibility that the Embassy, the economic part of the Embassy, 
may integrate personnel with the Wood mission. If that should 
happen, for ext imple, I think obviously the two organizations together 
certainly need financial men who might be Treasury representatives 
or would undoubtedly be assigned to the Treasury. 

Mr. Brownson. | just mean an overall number, not breaking it 
down. Just an overall number. What would you say? 

Mr. Metuen. Oh, five I think would be ample for strictly Embassy 
functions. That would give us, I think, leeway to perform minimum 
services. 

Mr. Brownson. You have three and a half now? 

Mr. Metuen. Well, we have two now. We will have three and a 
half next week, that is. 

Mr. Bonn. I would hazard a guess, Mr. Chairman, that at the 
outside an increase of 20 percent over the present staff would be 
adequate now. That may be too large, but I would say between 10 
and 20 percent increase. 

Mr. Brownson. That is over your present staff, not over the staff 
that was just reduced? 

Mr. Bonp. That is over our present staff. We, as a matter of 
fact, were way ahead of the Department in reducing staff. 
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Mr. Brownson. Yes, I know you did; and we want to compliment 
the whole concern on that move. We think it is extremely important 

Mrs. Str. GrorGe. Mr. Chairman. 

Mr. Brownson. Mrs. St. George 

Mrs. Str. GeorGe. Just for the record again. What was the staff 
in 1948? 

Mr. Bonn. My recollection, Mrs. St. George, is that it was approxi- 
mately 1,700 Americans which included the ECA mission. It in- 
cluded also, I believe, the KMAG which was the Korean Military 
Advisory Group; and it included also a large administrative section 
called the joint administrative services which provided administra- 
tive services for all branches of the American mission. That was the 
so-called American Mission in Korea which was a combined mission 

Mrs. St. GrorGe. What would you say that the Embassy force 
was? Have you any idea? I mean comparing the Embassy in 1948 
and today. 

Mr. Bonp. | don’t have the figures. I don’t know whether Mr. 
Kelley does, but I would think that the Embassy proper was not 
over 200. 

Mrs. St. GeorGe. Two hundred Americans? 

Mr. Bonp. Two hundred Americans. That would include the 
Embassy’s share of the joint administrative services. 

Mrs. St. Grorce. Yes. Well, are you including the USIA in your 
present table for the Embassy? 

Mr. Bonn. Well, yes. I would say that the same thing would apply, 
wouldn’t you think so? 

Mr. MELuEN. Yes. 

Mrs. Manuarp. Mr. Bond, excuse me. I doubt if the table which 
they have, includes the USIA. 

Mr. Bonn. No, that’s right. I don’t believe it does. 

Mrs. MAnnHARD. We are authorized 18 in our USIA Mission. 

Mr. Brownson. Would you give your name please, if you would? 

Mrs. MAnuHaArpD. Yes, certainly; Mrs. Manhard. 

Mr. Meapver. Mr. Chairman. 

Mr. Brownson. Mr. Meader. 

Mr. Meaper. Mr. Mellen, your reference to the contacts you made 
with the Wood mission and the additional burden of work you do in 
the economic section interested me. I would like to know what 
kind of transactions you handle with the Wood mission and just what 
your connection is, if any, with the reconstruction and rehabilitation 
program. I have been given to understand that the Embassy doesn't 
have a great deal to do with the reconstruction program. Your 
reference to this additional burden of work leads me to inquire into 
the nature of it. 

Mr. MEeLLeN. Yes. Well, it is, of course, fundamentally true in the 
first case that the Embassy has no responsibility for the operation of 
the aid program or for determining the road for programing of the 
commodities; but Mr. Wood finds in his exercise of responsibility for 
those things that he is constantly having negotiations with the Prime 
Minister and now the President, which raise in his mind many questions 
of a political nature and many questions also that depend on a knowledge 
of previous events here. For example, he has a discussion with the 
Prime Minister about the rate of exchange—i. e., the official Korean 
rate of exchange, or the arrangements about a military conver- 
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sion rate. He feels, I think very wisely, that he shouldn’t attempt 
to trod ahead in those matters without finding out all that has gone 
before. Now he is able to learn all that has gone before. He does 
know from his Washington experience, his study of the Tasca Re sport, 
and all that is in writing about it, though he may forget details. In 
addition to the written material, there is much background which is 
essential for him to know. The other day, for example, a Korean 
member of the National Assembly came to him and said, “ Mr. Wood, 
| have lived many years in the United States; and I am a great admirer 
of vour country. I should like to do anything that I can to help further 
your program and give assistance to you. My main presouninn, mv 
main occupation in life, is that of an Assemblyman.” He outlined 
his functions there; but he said, ‘‘In addition I have a little spare time, 
and I’d like to offer you to come and sit in your office or consult with 
you as often as you like.” Well, Mr. Wood didn’t know and couldn’t 
know from past material available to him anything about that man, 
whether he was trustworthy or responsible or a useful man who might 
really be helpful, or the exact opposite. I had a talk with Mr. Wood 
this morning, and I told him about the background of that man 
and expressed an opinion that he could ve ry we ‘Il be he Ipful and help 
Mr. Wood to understand the psychology and the problems of the 
Korean National Assembly because they have a bearing on the eco- 
nomic reconstruction program Also he could help Mr. Wood as 
indeed all of us try to do—the Ambassador and myself on our level 
in trying to make plain the Korean reaction to certain things, 

Mr. Meaper. It is purely, as I understand it then, an advisory 
function and is only at the request of Mr. Wood. You never have 
anvthing to do with his operation unless he asks you. 

Mr. Mertien. No, but he does welcome advice and opinions very 
frequently, and we like to keep him informed of political develop- 
ments. * * * JT call on him « very di ay or so to keep him posted on 
the events that are of primary concern to the Embassy 

Mr. Bonn. Mr. sietalier 

Mir. Brow NSON, Mr Sond 

Mr. Bonn. May I add a point to that? The Embassy also, of 
course, has certain reporting responsibilities to the State Department, 
the Department of Commerce, and other agencies in Washington 
which cannot be performed by the Wood mission. It is not part of 
their job. In order for us to report intelligently on economic develop- 
ments here, we have to know what the Wood Mission is doing. So 
there is a certain exchange that way. 

Mr. Brownson. And right there, Mr. Bond, is there a duplication 
of the reports that vou make to Washington on the economic situation 
and the reports the Wood mission makes directly? Do both cover 
the same ground? 

Mr. Bonn. We hope that there is no duplication, Mr. Chairman, 
that is something whicl : hes to be watched, of course. | un Mr. 
Mellen might have a aed on that. 

Mr. Brownson. Very briefly because we do have a couple of 
more questions. Mr. Wood is the man with the money, and the 
value of the money is that it happens to be in very close touch with 
the economic and political situation of the country, and I just won- 
dered if vou were duplicating reports that he has already submitted, 
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or if vou had worked out some kind of agreement so that vou weren't 
duplicating reports. 

Mr. Bonn. Mr. Mellen, 

\lr. MeuLen. We have developed a working arrangement which | 
think is turning out very well. We don’t send any telegrams or 
instructions on economic subjects which have any bearing whatever 
on the Wood mission and its undertaking here without first clearing 
them with him. The telegrams, dispatches, and airgrams which go 
out of his organization on the program and negotiations with the 
Prime Minister and the President he sends without clearing with us, 
but he sends us copies. We know always within 24 hours what he 
has been reporting, so we certainly do not duplicate that. * * * 

Mr. Meaper. Mr. Chairman 

Mr. Brownson. Mr. Meader 

Mr. Mraper. Mr. Mellen, my principal interest was to see how the 
policy direction which we were assured would come from the Depart- 
ment of State and its foreign mission is actually working out in the 
field where the economic activ ity is going on. 

Mr. Brownson. This is a little difficult because Mr. Wood is the 
special representative of the President as well as the group operating 
the FOA plan which would place him on a level equal to that of an 
ambassador. 

Mr. Mraper. Well, as I understand, Mr. Wood has a somewhat 
unique position. In fact, I never saw an organization setup quite as 
involved and complex as the one involved here in the reconstruction 
and rehabilitation. He is a deputy of Mr. Stassen’s, who is Director 
of the Foreign Operations Administration. Under Reorganization 
Plan 7 the FOA gained autonomy. We were repeatedly assured that 
policy direction would continue to come from the State Department 
and its foreign missions, and we were assured that that was par- 
ticularly true in this field. That is why I was a little disturbed to 
learn here that apparently the Embassy has nothing to do with the 
economic operation except when requested to give advice 

Mr. Menten. No; I am glad you brought that out into the open, 
\Mir. Meader, because I think perhaps I did give you a slightly dis- 
torted picture, Mr. Wood ealls very frequently on the Ambassador 
on his own initiative, and they consult about the mejor and very 
critical negotiations that take place. He calls on me for advice 
on those same things and on others, but both the Ambassador and the 
Embassy in general also volunteer opinions and advice as Mr. Bond 
says. We obtain from the Wood mission full information on what 
it’s doing. For example, we have expressed concern over the compo- 
sition of their commodity program. That is really because we believe 
it is about right. We very carefully studied the report of the TASCA 
Mission and other experts’ reports and believe that the Government 
is on the right track. Now Mr. Wood has technical experts on his 
staff who are highly competent and doing a good job, and the pro- 
graming that they are doing we believe is about right. Now if 
that were not so and on examination in the light of our knowledge 
and our study of the details and information available, we thought 
they were programing too much in consumers’ goods and not enough 
capital goods or vice versa we would most certainly advance our 
opinions. Judging from the relations which have been developing 
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in the past weeks since Mr. Wood first arrived, our advice and sug- 
gestions would be very gladly received. Those suggestions which we 
have made have not been in the nature to change the course of their 
entire program. In a more modest way we have made suggestions, 
and they have been accepted almost without exception. 

Mr. Bonp. Mr. Meader, may I point out one additional point here? 
Mr. Wood, in addition to being an official of FOA, is a deputy to the 
Commander in Chief of the UN Command. In other words. he is 
on General Hull’s staff, which adds a further very special aspect to 
the situation here. His reporting is done through CINCUNC, and 
so the question of our relations with him is also the far ls arger question 
of our relations to CINCUNC. So far I think the total effort has 
been a very productive and a very effective one, partly because of the 
very good working relations which we have with Mr. Wood and also 
with CINCUNC. We are certainly aware of the problems which it 
presents and the need to avoid overlapping and the need to avoid 
allowing jobs to develop in which there will be a duplication of re- 
sponsibility. 

Mr. Meaver. By the way, Mr. Wood doesn’t want any rank 
authority from the Department of State. 

Mr. Bonn. He does have the personal rank of minister, but not as 
a State Department official. 

Mr. Meaper. That is all I have. 

Mr. Brownson. In the matter of reports, Mr. Bond, do vou feel 
that the reports vou are required to make to Washington are about 
right? Are there too many of them? Do you have any suggestions 
or do any of these reports which may have been all right remain as 
they were originally designed and have since become unnecessary? 
Are reports: being constantly culled to eliminate unnecessary report 
producing? 

Mr. Bonn. Mr. Chairman, I would like to have Mr. Mellen com- 
ment on the economic reporting side. 

Mr. Brownson. I would like to have you comment for the whole 
Embassy and then break it down, if you wish. 

Mr. Bonp. Well, my impression is that there are a good many. 
There have been a good many required reports which were designed 
for a normal embassy operation which do not have any particular 
applicability here, and which are so low in the order of priority that 
we simply can’t meet them with the small staff which we have. 

Mr. Brow NSON, In other words, there are some required reports 
that you aren’t making? 

Mr. Bonp. There are some reports that have been required from 
which requirements, I believe, we have asked to be excused; and | 
believe that generally speaking Washington has been sympathetic 
to us. 

Mr. Brownson. Well, don’t be shy because I think it is wonderful. 
I know that those reports do grow up to fill a very specific and a very 
important need, but then nobody ever thinks to turn the reports off. 

Mr. Bonn. That’s quite true. 

Mr. Brownson. We are particularly anxious and hopeful in both 
Tokyo and here that we might get a list of the several wana the 
usefulness of which you question that we could take in the gentlest 
of manners and the most diplomatic approaches to the Department 
in Washington and ask them subtlely whether these things were 
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being filed and read or whether they actually serve a purpose down 
there. This might accomplish some good in the liaison between 
Washington and the Foreign Service. ee. 
Mr. Bonn. I think that applies particularly on the economic side. 
I think the modus operandi on the political side is less one of required 
reporting than it is on the economic side. 
* * *K OK + * * 


Mr. Brownson. Do you have any reports that you are making at the 
present time, Mr. Mellen, that you feel have no use? 

Mr. Meuuen. No, I think that the Comprehensive Economic Re- 
porting Program (CERP) which was devised in Washington just a 
few months ago under the coordination of the State Department 
with all of the end users consulted and working, I think, that CERP 
is up to date and modern; and I really think rather good. I must 
say that there are some reports in it which although they are 
extremely useful we have not been able to do. For example, they 
ask for a quarterly economic review which I think is fundamentally 
sound, but we just had to tell them that until the personnel people 
were able to supply us with one or two people to fill vacancies we 
couldn’t get around to it, and they accepted that and understood it. 

Mr. Brownson. The world has been going on well without it. 

Mr. Bonn. Apparently. 

Mr. Brownson. I must admit that up until this present time I 
never knew that it wasn’t coming into Washington. Where do you 
get your statistics for the economic reports? 

Mr. Mruuen. Well, sir, the essence of the new reporting program 
is that statistics should be left out of our reporting functions. One of 
the most heartening, encouraging, and pleasing things about it is 
that the new order says send in publications, send in documents 
which have been issued by the Korean Government, by the UNKRA 
mission, by the Wood mission, or whoever it happens to be, KCAC 
or UNCAC, and don’t duplicate it. Don’t write reports which just 
put in technical form a lot of statistics. We were very happy to be 
relieved of that, and we obviously think it is very good sense. 

Mr. Brownson. In other words, what you are really doing now 
under the circumstances is sending raw or unevaluated economic 
intelligence to Washington. Now what worries me is whether you 
people out here in the field are better able to evaluate that intelligence 
than the people into whose hands it falls in Washington because of 
actually looking over all of our intelligence, economic, political, and 
military operations on the spot. We have some marvelous intelligence 
gathering, but when it comes to the evaluation stage we stub our toes. 

Mr. Metien. I agree, sir; and I think the quarterly economic 
review which I spoke of as being desirable is the vehicle by which we 
would try to evaluate, synthesize, and look forward into the future 
and to indicate the meaning of details or expected developments. 

Mr. Brownson. Now what kind of reports is Mr. Wood sending 

in? 
Mr. Mrtien. Well, he sends in largely technical reports. There 
are two types. First he sends in primarily personal telegrams report- 
ing on his conversations with President Rhee and Prime Minister 
Paik Too Chin. Then his mission, his technicians, sends in a large 
volume of what might generally be called programing messages. 
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Mr. Brownson. Don’t they report on the conversations with the 
Government on certain economic practices too? 

Mr. Mreuuen. That’s what I meant by Mr. Wood’s personal tele- 
grams. Yes, he reports them in great detail in telegrams which he 
drafts himself. 

Mr. Brownson. I noticed several times during the week that there 
was a difference of figures quoted by Mr. Wood’s staff and some other 
people who were quoting Korean Government figures, and I wondered 
what they do in the Department. Do they toss coins to see which 
one they take or how do they figure out and evaluate these two sources 
of information? 

Mr. Metien. Well, sir, one of the things they ask us to do is try to 
indicate the reliability of the different series of statistics. They say 
send in the stuff, but write your own evaluation of the reliability, 
which we try to do now. , 

Mr. Brownson. How many Korean language interpreters do you 
have on your staff? 

Mrs. Marnarp. American personnel? 

Mr. MELLEN. No, Korean. 

Mr. Bonn. You mean Korean personnel? 

Mr. Brownson. Well, ves. Korean personnel. I was going to 
ask as my next question the number of American personnel who are 
qualified ? 

Mr. Bonn. Mr. Chairman, before we get on to that could I say 
one more thing about the required reports? 

Mr. Brow NSON. Yes. 

Mr. Bonn. This is related. There is a field in which we do feel 
there is a great deal of unnecessary required reporting—the adminis- 
trative field where the constant demand for detailed administrative 
position descriptions, classification reports, and so forth which with 
a small administrative staff vou just can’t hope to do and still do your 
job due to the important parts of the job as far as the local mission 
is coneerned. During the time I have been in the Foreign Service I 
have seen the administrative side of it snowball continuously with a 
ereat increase in the number of required administrative reports which 
so far as I have been able to see perform no useful purpose in the 
point of view of the field. 

Mr. Brownson. Do those properly come from the Department 
itself? 

Mr. Bonn. No, sir, those come from the administrative part of the 
Department. 

Mr. Ketuey. May I give an example? 

Mr. Brownson. Yes, would you? Would you give your name, 
please? 

Mr. Keuury. Kelley. 

Mr. Brownson. Mr. Kelley. 

Mr. Keuuiey. There is a report called a functional analysis of the 
post due every 6 months. It takes all of the Americans and breaks 
their jobs down. You have to do this in percentages of man-hours 
whether they are working in consular work, whether they are in 
administrative, whether they are working on auto maintenance work 
and also typing up reports. All of the local employees are grouped 
together, and all of their duties are broken down. It is not scientific. 
It couldn’t possibly be because you can’t get 10 clerk-typists in one 
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office and show on this form that is set up that they all spend one- 
tenth of their time on typing and one-tenth in another field or some- 
thing of that order because they differ. That is due every 6 months. 
Last spring they sent word that they were going to revise it and sim- 
plify it. Well, the revision and so-called simplification came back 
and was, as far as I am concerned, ten times worse than the original. 
Mr. Brownson. Don’t you think honestly now that the answer to 


that whole problem is very simple? If an Ambassador is worthy of 
being an Ambassador and is worthy of getting $25,000 he should be 
capable of handling any foreign policy obligations. They ought to 


decentralize each mission and say here is your shop. You take it and 
juggle it around the way you want to. You can’t have any more 
money than that. You can’t have any more pepole than that, but 
put them where you think they ought to be to run the job because you 
are responsible ; and if the shop doesn’t run, you will be held respon- 
sible. If it runs well, a are going to get the promotion; but in the 
meantime we are going to decentralize some of this administrative 
authority to you and your aes. 

Mr. Kexxey. I think it would be. 

Mr. Bonp. Mr. Chairman, this is the principal reason for the 
growth of these large administrative sections which you have undoubt- 
edly found at other posts because there are so many required reports 
to be done. 

Mr. Brownson. You have a report on personnel occupancy of 
quarters? 

Mrs. Mumrorp. Yes. 

Mr. Bonn. That’s right. The more reporting that is required 
the larger administrative staff you need; the larger staff you have 
the more reporting you have to do on it. 

Mr. Mraprer. Mr. Chairman, might I ask a question? 

Mr. Brownson. Yes, Mr. Meader. 

Mr. Mraprr. Mr. Kelley, have you ever seen any evidence that 
these reports you send in are used by anyone to make any decisions or 
give instructions on how to change the operations here? 

Mr. Ketiey. Well, no, sir, I have not. As a matter of fact, we 
protested once, and they sent a memo out asking us to list the reports 
that we thought were not necessary. We listed that one as one of the 
main ones, and an OM came back giving reasons that it acted as a 
basis for budget information and so on, and they felt they would have 
to continue it, but I just can’t agree with it, because I think it is a 
most unscientific report. 

Mr. Bonn. We see only the field side of it, of course. There may 
be good reasons in Washington. 

Brownson. I suppose vou have heard about the new $15 mil- 
lion worth of school construction that the Army has begun to make. 

Mr. Bonn. No. 

Mr. Brownson. That just popped this morning. The Eighth 
Army is going to be authorized to spend up to $15 million on United 
States construction materials in addition to loaning equipment for 
rehabilitation of cultural centers, schools, hospitals, and other neces- 
sary municipal buildings. 

| want to thank you gentlemen very much for your cooperation and 
to make the same proposition to you that we made to the Ambassador 
in Tokyo, to the Ambassador here, and to the staff in Tokyo. If you 
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have any ideas that would improve United States legislation of any 
kind that would affect the problem of efficiency and better operations 
in the field, we would be very happy to have you get these suggestions 
together and forward them to us for consideration. We feel very 
strongly that the field is in the middle of these operations, and its 
suggestions are needed in Washington, if we are to do the proper kind 
of job of legislating. 

Mr. Bono. Thank you very much, Mr. Chairman. That could be 
very useful. 

Mr. Brownson. Now I think that we may have the plan from the 
USIS representative. 

We are now proceeding with a brief discussion of USIS activities 
here in Korea. The acting public affairs officer, Mr. John R. Higgins, 
will take over. 

Mr. Hiearns. We have with us today Mr. Mare Scherbacher, 
cultural affairs officer; and Mr. Alfred Grigis, field program director. 
Mr. Kelley and Mrs. Manhard of the Administrative Section are here 
to answer any administrative questions you may have. I was told 
that you saw our country plan for Korea before you came out, which 
outlined our objectives here m a two-pronged manner: One, we said 
that we had the job to tell the world, particularly the wavering and 
neutral countries in crucial areas of the Near and Far East, how the 
United States-United Nations-Korean cooperation in the battle for 
freedom against Communist-armed aggression in Korea proved collec- 
tive security does work. Internally we said that we had the job to 
convince Korea to cooperate with the United States and the United 
Nations to bring about a united, independent, democratic, and 
economically viable Korea This country plan was dated May 12, 
1953. It had to be almost completely revised after July 27, when the 
armistice Was signed. 

For resources to do this job in Korea we have an authorized staff 
of 18 Americans and 170 Koreans. Sixteen of those Americans are 
presently on the job and 170 of the Koreans. We have, as you can 
see on our map here, five cultural centers with a divided headquarters 
between Seoul and Pusan, centers in the important rail cities of Taegu, 
which is also the headquarters of the Korean Army, and centers in 
Chongju and Kwangju, two areas where the guerrillas have been 
extreme'y active. We have established subcenters in Taejon and 
Masan, two large cities, and numerous distribution points throughout 
the country. Most of these have been established in cooperation 
with local officials, and the local governments of cities, towns, and 
provinces pay for the personnel to back these places. We supply 
the material. In addition, we have in Korea something that very 
few other USIS staffs have—that is the motion-picture production 
center where we can produce our own documentaries and where we 
can adapt documentaries coming in from Washington into the Korean 
language. 

Mr. Brownson. How much production have you actually accom- 
plished at that center, Mr. Higgins? 

Mr. Hieeins. At Sangnam? We have produced in that production 
center about 8 independent documentary films this year, approxi- 
mately 3 newsreels per month. We produce the only newsreel that 
exists in Korea. We have dubbed in two documentaries per month 
coming in from the United States. In addition, Mr. Chairman, we 


— 
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have received from Psychological Warfare in Tokyo prints of various 
films that we show throughout the country. Approximately 30 titles 
they have sent in that program. 

Mr. Brownson. Do you show your newsreels in regular theaters 
and commercial theaters, here? 

Mr. Hieeins. Yes, sir. We charge commercial theaters the equiva- 
lent of $1 (180 hwan) to borrow 35-millimeter prints. There are 
53 commercial theaters in this country. We show our films in 33 of 
them. The reason we can’t show them in the other 20 or 21 is because 
we do not get enough raw stock. We don’t get enough film down 
there. It’s just one of those things 

Mr. Brownson. Yes, a newsreel has to be timely. 

Mr. Hiaerns. Supply is extremely difficult here. We experience 
difficulty in getting not only film but newsprint on time, film for our 
photographic laboratory from which have come many of the most 
effective pictures of Big Switch, for instance. We covered that with 
our own photographers. Many of those pictures that we took were 
pic ked up bv the news agencies and distributed throughout the world. 
In general, we try to get as many other people to help us do our job 
as we can; and thereby, of course, save our own money and efforts 
for jobs that nobody else can do. Mr. Chairman, I realize my time 


is short. Perhaps you would care to ask me or any of our officers 
that are here questions. First perhaps vou would like to see the 
staffing pattern functionally. We have not listed on our own staffing 


pattern the Voice of America correspondents because they are detailed 
here from Washington on temporary duty. We have recommended 
informally to Washington that they be detailed to our staff rather 
than on temporary duty because we don’t feel that it is fair to have 

» people out here on temporary duty on a 7-month detail while the 
rest of our people are out here 2 years without tempor: wy duty. 

\ir. Brownson. What hes been Washington’s reaction? 

Mr. Hieerns. It hasn’t been brought to a head vet. It has been 
done informally. Mr. Bradford who made his first official trip out 
here is going to take it up when he gets back 

We feel that there should be more reporting by USIS for USIS 
purposes. Now I have copies of the revised mission allotments 
which will show vou what happened to us in the recent budge rt. 

Mr. BROWNSON. While we are talking about the matter of your 
responsibility to gather information, did you do any of the filming 
and recording connected with prisoners on the recent operation? 

Mr. Hiaarns. In Big Switch or before Big Switch? 

Mr. Brownson. Big Switch and after 

Mr. Hicarns. Yes, sir. We did quite a bit of filming on that. 

Mr. Brownson. Mr. Meader talked with the Voice of America 
people in New York, and he received the impression there—didn’t 
you George?—that the whole thing hadn’t been exploited adequately 

Mr Mi ADER. Well, that’s correct | believe | told you informally, 
Mr. Higgins, that some of the top people in the Voice of America in 
New York had comp Jained that we had not taken full advantage of 
the 23,000 anti-Communist prisoners in contrast to Russia’s or the 
Soviet’s very effective exploitation of the 23 Americans who did turn 
Communist. 

Mr. Hiaervs. Mr. Meader, I would say that that in essence is 
correct, although VOA has less cause to complain than, for example, 
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the press sery ice or the motion pictures or still photographers. From 
what VOA procured on some 83 tapes, we got a recent telegraphic 
report back saving that 10 of those tapes were excellent, and 30 of 
them have been used so far 

\Ir. Brownson. One other thing that we would very much like to 
have, Mr. Higgins. We would like to have such statistical surveys 
as you may have of the operation of your cultural center right here 
the normal business you have during the month, the size of your 
library, and possibly some comment very briefly in evaluating the work 
ol { SIS in motion pictures, the radio and hewspapers, and cultural 
centers In the development of the program here in Korea Kor 
information on these subjects see exhibits 20 through 28 at pp. 163 
through 166. 

Mr. Hieeins. Mr. Grigis, what figures do vou have available on the 
center itself? May I say, Mr. Chairman, before Mr. Grigis begins 
that our regular Seoul director left about 3 weeks ago after more than 
27 months in this country. The replacement is filled temporarily 
now by another man who has been assigned from a different detail, 
and Mr. Grigis has been here only about 4 or 5 days 

Mr. Brow NSON. Would you like Lo get those statistics together and 
mail them to us? 

Mr. Griais. I am quite sure that would be best 

Mr. Hieerns. In that case I will go on with the evaluation. 

Mr. Brownson. We would like your evaluation and then the last 
thing after your evaluation I would like you to discuss the important 
changes, if any, that occurred in your operation, 

Mr. Hiaerns. All right, sir. First of all to evaluate the various 
media here. 1 think motion pictures are most effective, and I have 
figures showing the audience reached by each medium. We esti- 
mate that we reach approximately 2 million people per month by 
motion pictures. Now that activity cannot be separated from the 
centers becaus2® out of each center run 3 or 4 mobile units. In each 
center is a theater. From each center we have, depending on the size 
of the town, 15 to 45 projectors and screens available for loan to uni- 
versities, colleges, high schools, ROK Army units, government organ- 
izations, and so forth. 

Mr. Brownson. Are you doing anything to get pictures to the 
ordinary man in the street? We thought it might be interesting to do 
like the American businessman did in the last war in getting local mer- 
chants to sponsor outdoor shows ior the people. 

Mr. Hiaarns. Yes, sir. We certainly are. We do it nightly here. 
In this yard you will see, if the normal complement is here, four 
mobile units. At least 2 of those are out every night and the other 
2 are out during the daytime. Field trips are planned from this 
center on the average of 1 lasting 10 days twice a month. By that 
device We Manage to cover an area approximately 135 miles wide and 
from 40 to 50 miles deep. One of the most important areas is a place 
called Yangyang which not so recently was liberated in an area above 
the 38th parallel. So far as I know we are the only civilian outfit 
to have gone into that part of this country. 

Along with our motion pictures we bring our pamphlets and our 
visual displays, so that each mobile unit goes out as a small center 
itself. So we consider motion pictures perhaps our single most effec- 
tive medium working in conjunction with the centers we have. The 
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same holds true for every other media with the exception of radio 
which we consider to be least effective here for two reasons: One, 
because of the deficiency of electric power in the ROK, and secondly, 
because there are very few radios here. There are between 15 and 30 
thousand radios as far as we can find out, and repair is an extremely 
difficult proposition. Our daily press output goes to newspapers with 
an estimated circulation of 400,000 in Korea. Our visual displays in- 
cluding posters and photographic exhibits and so forth go out at the 
rate of approximately 100,000 a month. We find them extremely 
effective in Korea because of the comparatively low rate of literacy. 
People can see What we have to say instead of trying to read it. Many 
of them can’t read some of the characters we use. 

Mrs. St. Grorce. Mr. Chairman. At that point what is the per- 
centage of people in this country who are completely illiterate? By 
that 1 mean, who can’t read at all? 

Mr. Higerns. Completely illiterate. Between 15 percent and 20 
percent which sounds surprisingly low in view of what I just said 
Most Koreans can read Hangul, the Korean script. Those who go 
up to the sixth grade can read that writing. However, the educated 
people for various reasons do not like to read Hangul. They prefer 
Hangul with Chinese characters—a mixture of Korean and Chinese. 
Therefore, the newspapers cannot be read by the sixth grader because 
they are made up of a combination of Chinese and Hangul. 

Mrs. St. GeorGrE. So it goes way beyond just the ones that actually 
can read. 

Mr. Hiaerns. That’s right. 

Mr. Mraprer. Could you give a figure on that literacy? How 
many can read the type of language they have in the newspapers? 

Mr. Hiaarns. I would say 25 percent to 30 percent could. 

Mir. ScHERBACHER. Probably more than that. Maybe 35 percent 
can read Chinese characters 

Mr. Mraper. In other words, 65 percent to 70 percent could not 
read the papers. 

Mr. SCHERBACHER. 60 percent I would say would have difficulty 
reading 

Mr. Meaper. Thank you, Mr. Scherbacher 

Mr. Brownson. Do you have any cooperative arrangements with 
the y. and K. people, the special services people, or the psychological 
warfare people of the Eighth Army at all in regard to combining 
operations, borrowing and repairing equipment, or any of those types 
of interchange? 

Mr. Hiaatns. Yes, sir, we do have some arrangements, most of them 
of a recent date—most of the important ones, that is. With psycho- 
logical warfare with its headquarters in Tokyo, the unit you see here is 
only an operating unit, and we have made arrangements whereby they 
are sending the film as I told you before. They are supplying us with 
a special services motion picture team and one of their own directors 
to help us make four films in the immediate future. We have fairly 
good arrangements with most of the public information offices in the 
various corps units whereby we get stories for dissemination outside 
of Korea—what the Turks, the French, the Greeks are doing, and 
that has continued. We have, I would say, quite excellent arrange- 
ments with the main PIO officees—that is, Eighth Army, KCOMZ, 
and KBS. They provide us not only with the commercial press but 
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with continuing stories of what the Army is doing to help the Korean 
people. We have, of course, the same kind of arrangements with 
UNKRA and KCAC 

[r. Brownson. And now if you can tell us very briefly the effect of 
Reorganization Plan No. 8 on your operations here in Korea, if any 

Hiaerns. As I indicated to you priv: ately, there is very little 

difference here in the field. I continue to sit daily in the Ambassador’s 
staff meetings. The cooperation between the Embassy and the USIS 
continues at the same level as though we were attached to the Embassy, 
and I believe that I speak for my colleagues in saying that that is the 
way that we can be more effective. 

Mr. Brownson. Thank you very much. 

Mr. Hieetns. Mr. Chairman, may I say something before you close? 

Mr. Brownson. Yes, indeed 

Mr. Hieerns. I would like to point out for the record one thing that 
has handicapped us greatly in Korea, and that is the great number 
of inexperienced people that have been sent out just to fill in the staff 
because recruiting apparently has been so difficult for Korea. Take 
our information officer, for example, he is only acting, but for a position 
recommended for an S—2 we have a temporary S—9 out here, and so it 
goes all throughout. Most of these people have been with us. They 
are mostly probationary 

Mrs. Manuarp. I would like to say that as a personnel officer in 
connection with both programs that we have had many people 
assigned to Korea whose post this is the first, and it isa problem. We 
really are not staffed to afford adequate training to personnel, although 
we have, and in that way it has taken a toll on our production some- 
times. It is desirable in a post such as this to be staffed with experi- 
enced personnel 

Mrs. Sr. GrorGe. Yes, I can readily see that. 

Mr. Brownson. And you can’t spare people for training from the 
Mmussion. 

Mr. Hieeins. Mr. Chairman, before you go I have here some 
figures which I would Jike to turn over. 

Mr. Brownson. In closing I would like to ask unanimous consent 
that such documents as have been presented here today and as may 
be supplied to the staff may be included in the record at appropriate 
points to be determined by the staff. Without objection, so ordered. 
Our invitation, Mr. Higgins, is extended to your staff to consider the 
field of legislation as it affects you and to indicate to us any recom- 
mendations which you might make as to legislation that would effec- 
tively increase the efficiency and the effectiveness of the continuity of 
vour operation because we do feel very strongly that it is very impor- 
tant that we get the best information we can from those in the field. 
We get the other side of it rather well in Washington, but it doesn’t 
always coincide exactly to the field. Naturally we are anxious, and | 
know the Ambassador is very axnious to have those suggestions as 
they develop forwarded to us from the Embassy. 

Hieeins. Thank you very much. 

Mr. Brownson. Thank you very much. At this time the hearings 
will adjourn until tonight. (The hearings then adjourned at 5:15 
p. m.) 


er 
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Exuisit 20. USIS Starrinc PatTrerRNn, Ocroper 2, 1953 











rit Rote: Incumber Grade Due HI 
Put s offi ( 0-2 j R. H Tul 
Progr Ke Alfred L. G S+ ) 
Secretary S-12 Clarence N. Dillard, J S ) 
Cultural affairs officer O-3/S5-2 Marcus W. Scherb er S 
Assistant cultural affairs office Vincent J, Bruno Pees 
I 
Information officer M. Elliott Taylor Se ae July 1954 
Assistant information officer Michael D. Brown pate ee !Septemt 
Charl I. Da 3-7... Februa 

tenographer S-1 Marilyn A, Jeff S-1 Novembs« 

motion-picture officer Vacant 

n picture progr n 0-5/S Roy T.H kamp O-F January 
M< picture | lucti O-4/S William G. Ridge S February 
ri Ir 
Vis fice O-4/S-4 j Szeke S Januar ‘ 
Pho I S-9 le G. Reed 
PAO, Seou Jo C.i K J OH Januar 

rin } 

PAO, Kwang ana W. R f- S nbe 
PAO, Te A. ¢ oO Septem be 


Exuipirt 21. USIS SpecraL CuLtrurat PRoJEcTs 





Through a series of special projects sponsored by American cultural centers and 
the cultural unit, it has been possible to reach important target audiences w 
has strengthened cultural relationships between the United States and Korea and 
has given influenctial governmental and cultural leaders a better understanding 
and appeciation of the United States and what it stands for. 

Centers have had series of art exhibitions and lectures on American art I 


cooperation with the Korean Artists Association, centers have held exhibits of 























Korean paintings. USIS cooperated in a project in whic well-known Korean 
artists were provided painting supplies which were purchased by the Co ittes 
for Free Asia. Leaders of the Korean Artists Associatio ave expressed apprecia 
tion on numerous occasions for assistance given in arranging national ex! 
for inviting members of foreign communities to attend art exhibits, ete 

In the music field, Marian Anderson was brought to Korea fron , where 
she had commercial engagements. More than 10.000 attended her concer 
The Embassy sponsored a dinner at which time 20 kev leaders in the musie field 
had an opportunity to talk to Miss Anderson informally The Korean Musi 
Federation had a reception for her USIS assisted three Korean music leader 
in making it possible for them to meet leaders in t field of music i Americ 
and to attend musie festivals in the Unite ates ( hey were retul f 
the Internation Music Festival in Brussels This was done at no co oO 
United States Government Through correspondence with the Juilliard Schqgol 
of Music and several universities, it has been possible to : t several outstandi! 
ELUAS) is and clas cal agaancers { » st lay l Ar eri aa Ir t L I 2S priy a! 
were anged 

Robert W. Akers, editor of the Beaumont, ’ «.. Enterprise, spoke to stud 
newspaper groups in all of the i ortant cities of Kor and next mont Dr 
Saul Padover, historian and authority on Jefferson and Madis« ill sy 
Iniversit and professional groups it ail part if Korea 

The annual Herald Tribune Forum contests have done much to 
| glis studv in |} rh schools ir Kore: Wice covers ; givel oO 
winner before he left Korea, and on his retur A r sp to numer 
groups, during which he described life in American high schools 

Assistance has been given to leaders in many gr ups through arrange ent 
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Exutpir 27. Rapio TRANSMITTERS IN KOREA 


Wavelength 





Stator Location (in kilo- Power 

evcles) in watt 
HI Seoul 97 5, 000 
HI Seoul 955 300 
HI har 1, O80 500 
HI Wonju 1,230 | 300 
HI ( 600 500 
Hil Taejon S80) 10, 000 
HI Iri 570 500 
HI Taegu 710 10, 000 
HI Namwon _.. 1, 030 500 
HI K wangju 780 500 
HI Masan 600 50 
HI Pusar 800 | 5, 000 
HL} Pusan 793. 5 | 1,000 
HL Pusan 251.0 | 1,000 
HI Mokpo.. 650 | 500 
HI Cheju 180 | 500 





Exurpit 28. AMERICAN Books IN TRANSLATION Procram USIS-KorEA 
LATE 1952 


The God That Failed, A. Koestler 
Autobiography of Benjamin Franklin 
Education for American Democracy, Marsell 
Scarlet Letter, Hawthorne 

©, Pioneers, Cather 

You and Democracy 

Government Is Your Business 


1953 


America, Benet 

War or Peace, Dulles 

kisenhower, Gunther 

Capitalism in America, Stern 

Boy Scout Leader’s Handbook 

Then Came the Revolution (essays exposing communism with lead essays by 
Bertrand Russell and Arthur Koestler P 

Red Prison 

Anatomy of Communism, Scott 

Postmarked Moscow, Kirk 

UNESCO Story 

UN and Youth, E. Roosevelt 

Modern Novel in America, Hoffman 

The Yearling, Rawlings 

Thomas Jefferson, Lisitzsky 

Rise of Modern Communism, Salvadori 


SPECIAL KOREAN BOOKS ASSISTED BY USIS-KOREA 


Six Years of Red Administration in North Korea 
Exile to Siberia 
War Diary of Admiral Lee Sun-sin 


NEWSPAPER SERIALIZATIONS 


Thomas Jefferson, Lisitzsky—Chosun Ilbo, Seoul, circulation 50,000 
Abraham Linecol: Chosut Ilbo, Seoul, circulation 50,000 

How Democracy Grew in America—Chosun Ilbo, Seoul, circulation 50,000 
Report on Russia—Kyongnam Ilbo, Chinju, circulation 5,000 

Literary Transitions in America—Chayu Minbo, Pusan, circulation 8,000 
Conquest by Terror, Stowe—Minju Sinbo, Pusan, circulation 15,000 





| 
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APPENDIX 


BRIEFING FOR THE BROWNSON SUBCOMMITTEE OF THE UNITED 
STATES HOUSE OF REPRESENTATIVES, OCTOBER 1953 


INTRODUCTION 


This booklet is based on a series of questions posed by the Browson Subcom- 
mittee on International Operations of the House Committee on Government Oper- 
ations. Full and complete answers to all the questions are not given, for the 
reason that there is not available in Korea all the information required for such 
answers, and that some of the necessary information is available only in Wash- 
ington. 

Sixteen questions in all have been covered. These are indicated by tabs with 
Roman numerals. The size of the booklet is deceptive to this extent: that a 
number of the answers consist of relatively short articles accompanied by long, 
or relatively long, annexes. It is probable that members of the committee will, 
at least at first reading wish to skip the annexes, unless they happen to have a 
special interest in a given annex. In order to facilitate such a procedure, the 
annexes are placed at the back of the book, with tabs referring to the article num- 
ber and annex letter. On the lower left hand corner of each page is the number of 
the question answered (Roman numeral) the number of the page (Arabic) and, 
where appropriate, the alphabetical indication of the annex to the question an- 
swered 

A rather full glossary of abbreviations is contained in annex A to the answer 


to question V. The abbreviatiations most frequently used are: 
CINCUNC Commander in Chief, United Nations Command (General 
Hull) 

KCAC Korea Civil Assistance Command 
UNKRA United Nations Korean Reconstruction Agency 
ROK Republic of Korea 
CEB Combined Economic Board (joint ROK-US 
CRIK Civilian Relief in Korea (an activity of KCAC 
FOA Foreign Operations Administration 
UN United Nations 
UNC United Nations Command 

None of the material in this book is classified. Attention is called however to 


the caveat against publication of annex B to the answers to questions VII and 
VIII without clearance from CINCUNC:! 
C. TyLeErR Woop, 
UNC Economic Coordinator in Korea 


INDEX 


I. The economic situation in Korea at the present time and the relation of var- 
ious United States policies and programs to Korean economic problems. 

Il. The amount of United States aid which has already been granted since 
1945 and what percentage this United States contribution represents of the total 
so far supplied. 

III. The uses to which such aid has been put and the form in which it was 
received. 

IV. A comparison of the aid granted with forecasts of the amounts needed for 
each fiscal year since 1946 together with an explanation of any differences which 
may have occurred. 

V. The determination of dollar-aid levels for Korea. A description of the 
United States and other agencies through whom the determination of dollar or 





! This appendix has been omitted from this publication 
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other aid requirements is made together with an explanation of how source 
materials and information for such computations were acquired and used 

VI. What role in the determination of the necessary aid levels was plaved by 
each of the following 


1) UNKRA 
KC AC 
Headquarters, Fighth United States Army 
United States Embassy in Korea 
e) The Republic of Korea 
The Combined Economic Board 
gq) Headquarters, UN Command, Tokyo 
h) The United States Embassy, Tokyo 
Department of State, Washington 
Other United States Government departments 
Special United States or other missions to Korea and Japan 
The National Security Council 
The National Advisory Committee 


VII. What role have the agencies played in developing operational plans for 
> 





the application of aid granted‘ 


VIII. With the reorganization which created the Foreign Operations Admin- 
stration, how will the roles of each of these foregoing agencies in determining 
the needs and developing operational plans for distributing United States and 
UN aid be affected? 

IX. Responsibility for negotiating policy and operational agreements with the 
Republic of Korea 

X. To what 
responsibility of each of th d 

XI. To what extent are agreements for the procurement of strategic minerals 


extent ar 





nonetary agreements with the Republic of Korea a 
» 


e foregoing United States agencies! 















a responsibility of each of the foregoing agencies? 

XIT. To what extent has rehabilitation and reconstruction activit. progressed 
1 the following areas and what ts the current situation? 

Agriculture Irrigatior 

Forestr\ Industry 

Transportatior Housing 

Publie health Vocational education 

Education Public administratio 

Fisheries Consumer-goods production 

Mining Currency reform 

Power development Communications 
XIII. What legislative barrier oO more economical or efficient conduct of this 

rogram eX to which congressional attention should be directed? 

XIN Specific questions whiecn I er to conduct of operations generally 

Wha e requireme for « United States personnel (i. e., engin 
gul ni al specialist ( oO oui these aid prog ns? 

H M wre thev recr d and trl ed? 

| vhat extent are United States personnel endent on local experts 

and what procedures are in effec chi he accuracy of their work? 

\ \ What is the of exchange for converting United Stat ollars 
o hwa What ot ure ence? 
\ ‘ I \ { ue i ‘ par l a alat le i Ko af | ( I 4 i 1! l ‘ 

i \ ( a ar pe led ow much remal and i \ 4 

re nay { eX pe led? 

I. Tue Economic SITUATION IN KOREA AT THE PRESENT TIME AND THE RELATION 
OF Various UNITES STaTEs PO.Lici AND PROGRAMS TO KOREAN ECONOMK 
PI M 

GENERAI 
The dominant economic fact in Korea is the shortage of resources in terms of t he 


requirements of a 20 division Army and of a population of 21 to 22 million people 


T shortage extends to food, consumer goods, housing, fertilizer, raw materials, 
equipment and chnically trained manpower It is due to overpopulation, the 
brea p< ! viable economic uniis, the lack of adequate economic develop- 
ment pa lecades, and the cost and destruction caused by the Korean war. 
l age manifests lself i e low living standards of the pouplation, lack 
( ‘ al for pre ( é estment, the deficit in the Government budget, the 
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n, and the need for large-scale outside assistance. both 


long drawn out inflat ic 
military and economic. It is the aim of the present program for economic recon- 
struction and financial stabilization to increase and organize the productive re- 
sources of the Republic of Korea in such a manner that the basic shortage and its 
consequences are alley iated to the degree necessary to enable the Korean Govern- 
ment to meet a large share of the internal cost of its peacetime army and to provide 
prewar living standards for its population Within the overall context of United 
States policy this strengthening of the Korean economy is considered as a major 
element in creating and maintaining a position of military, political, and economic 
strength and security in the Far East. 


PRODUCTION 


The latest estimates of the gross national product for fiscs 





vear 1953 give a 
figure of approximately $1.4 billion, or less than $65 per head, compared to $200 
in Japan and over $2,000 inthe United States Of the total gross national product, 
50 percent is contributed by agriculture, forestry, and fisheries, 20 percent by 
trade, finance, and services, 16 percent by industry and mining, and 14 perce 
by Governmental services It is expected that the economic reconstruction 
program will lead to an increase of gross national! product to $2.4 billion within 
1 years. 

In the first phase of the program, major production increases will result from 
adequate imports of fertilizer and raw materials, from easing the transportation 
bottleneck, from repair and completing investments, opportunities for which 
abound, and from the stoppage of the inflation and of the waste, sloth, corruption, 
and unproductive speculation that are connected therewith, Inthe second phase 
of the program, the expansion of power production, the increase in irrigation, the 
output of the newly constructed fertilizer, cement, and glass plants, the modern- 
ization of mining and industrial equipment as well as the intake of newly trained 
professional and technical skills are relied on to maintain the high rate of economic 
expansion. Since in the first 2 years of the program both sets of factors have to 
be initiated, aid requirements are considerably higher in these years than in the 
later vears, 

The main production problems encountered in various degrees in all the major 
fields are as follows: 

1) Undermaintenance and overexploitation during World War II and the 
destruction since the Communist invasion have created a capital gap of over $1 
billion. Forests have been denuded to such an extent as to create a serious short- 
age of lumber and household fuel as well as a soil-erosion problem.  Irrigatio: 
works have not been properly maintained, and the necessary preparation work in 











mines has been neglected. Industrial and mining machinery d structures need 
repairs, replacements, and missing components. An effort must be made to 1 
lieve the shortage of nearly 1 million dwelling units 

2) The separation of South Korea from North Korea has reduced the supp 
of power and building materials and has elimin 1 the internal supply of fer 


tilizer. A considerable investment expenditure would be necessary to create 
sufficient capacities to fill the gap. 

3) Throughout the width and breadth of Korean production there is a painful 
shortage of technical and supervisory skills. This shortage, is due to the policy 
adopted by the Japanese while Korea was their colony of reserving positions re- 
quiring these skills for their own nationals. It « 
as trainees and graduates of technic: 
of the program, the shortage will | 








n be remedied only step by step 


| schools become available In the « ariy part 








le by outside techni- 





alleviated as far as pos 





cal assistance. On the other hand, there is no shortage of manpower in general 
and the willingness and aptitude of the Korean farmers and workers for steady 
productive work is quite satisfactory. So in general is the management ability 
of the Korean business community, although at present too much of the abili 


is diverted to unproductive trading and speculation 
1) In many industrial and mining fields production undoubtedly suffers from 
an overdose of Government ownership, operation, and control. The Korean 





Constitution makes mandatory Government ownership of rail transportation, 


communication, power generation, and minerais, as we as licening controis over 
all foreign trade. Salt, tobacco, and ginseng root (a tonic) are Government 
monopolies. Numerous industrial and residential properties expropriated from 
the Janpanese were vested in the Government al d the process of selling these 
properties to private interests is slow and far from completed. There is no doubt 


that a steady policy of gradually getting the ROK Government out of busi 


DO59T—54 1% 
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operations and reducing its economic controls must be an important element in 
the program for increasing production and preductive efficiency. 


5) At present, the flow of production often is seriously interfered with by lack 


of rail transport. Bulky raw materials pile up in the ports and bulky output such 
as coal is delayed in moving. The program provides for the immediate import 
of sufficient freight cars to reduce the shortage. Additional relief is expected 


when, after the completion of the new line of fortifications, the military require- 
ments for rail transport fall below their present level, which represents a very high 
percentage of total availability 

6) When production moves to substentially higher levels, considerably more 
power will be needed than can be supplied by present generating capacities. The 
program, therefore, provides for a balanced expansion of hvdro and thermal 
capacity from a present level of 90,000 kilowatts to 273,400 kilowatts in 1958. 


THE FINANCIAL SITUATION 


Since 1947 the price index has risen from 100 to about 8,000. Last year, prices 
were increasing at a rate of almost 10 percent per month and some uncontrolled 
interest rates are as high as 1 percent per day Since the beginning of this vear, 
prices have remained relatively stable, rising by less than 2 percent per month and 
even declining in July and August. This relative stability was due in part to a 
modest currency reform in Februarv of this vear, to an increase in the actual 
inflow of aid goods and ROK financed imports and to the confidence generated by 
the announcement of an expanded aid program as well as by the anticipation of 
a bumper rice crop 

The inflationary danger, however, is as substantial as ever. The ROK budget 
for fiscal vear 1954 provides for total expenditure of $370 million, of which $270 
million are for defense, and for only $170 million in totel revenue, leaving a deficit 
of $200 million Furthermore, the credit needs of the Korean economy are very 
largely covered by the expansion of the note issue of the Bank of Korea. There 
can be no doubt that the economic reconstruction program can succeed only if 
the inflation with all its concomitants of corruption, speculation, and distorted 
prices and wages is arrested There is no disagreement on this with the ROK 
Government. The problem consists in making them realize the implications of 
the monetary stabilization program and to induce them to take the inevitably 
painful decisions and measures that are necessary for its implementation. 

The main problems encountered in the formulation of the monetary stabiliza- 
tion program are as follows: 

(1) The ROK Government has a strong desire, understandable in itself, to 
devote a very large share of the aid program to investment in reconstruction and 
new construction. Their first 2 proposals contain a share of investment as high 
as 70 percent and 50 percent Through long negotiations, we have convinced 
them that such large percentages of investment would necessarily upset. the finan- 
cial balance of the program and they have now agreed to an investment rate repre- 
senting about 30 percent of the fiscal year 1954 program. On this basis a balance 
has been established between the budget deficit and the credit needs of the economy 
on the one hand, and the collection of proceeds of salable aid goods and the savings 
from earnings and income on the other hand 
2) It is essential for the success of the stabilization program that the rate at 


which salable aid goods are sold by the ROK Government to the economy averages 


at least 160 hwan to the dollar At present, this is far from being the case, im- 
portant commodities such as fertilizer and cotton being sold at implied rates of 
60 hwan and 90 hwan respectively. Furthermore, distribution costs are exces- 


sivelv high, amounting in extreme cases like salt to 50 percent of final sales value, 
and thus reducing the net deposit into the collection account to dangerously low 
levels \greement exists that the ROK Government will approach the required 
average collection rate as soon as possible, but many difficult executive decisions 
and in some cases legislative actions remain to be taken and appropriate adjust- 
ments for the subsidized industries must be prepared. 

3) The success of the stabilization program also requires that on an average 
contributions of company-owned funds will be made to the investment projects 
amounting to at least 12 percent of their total value. In this context, the Govern- 
ment has to overcome its own predeliction for undertaking the projects as Gov- 
ernment enterprises and also to overcome the tendency of private businessmen to 
invest their funds in profitable speculation and short term trade ventures. Far 
too much of the very meager capital resources of the country is now devoted to 
trading at the expense of investment and production. 
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4) A problem that proved to be easier of solution than had been expected is the 
establishment of proper counterpart arrangements. Agreement has been reached 
that the ROK Government will make counterpart deposits at the rate of 180 
hwan equals $1 on a landed cost basis for all aid goods received, salable as well 
as capital goods and relief goods. This counterpart fund will be administered 
by the Combined Economic Board with a view to covering the credit needs of 
the investment program and eligible expenditure items in the ROK budget. 
It is provided that all credit granted by the Korean banking system that is above 
a ceiling frozen on a selected date will have to come out of counterpart funds. 
In this way, the Combined Economic Board has the instrument to control and 
direct credit for the purposes of the reconstruction and stabilization program. 

(5) Unexpectedly severe and prolonged difficulties have been experienced in 
settling the issue of the exchange rate. The Korean Government has so far 
insisted that a permanent rate of 180 hwan equals $1 be established immediately. 
We have pointed out that the establishment and maintenance of a valid exchange 
rate comes as a part and as a natural result of the stabilization program and not 
in isolation, and that, furthermore, it is, of course, out of the question for the 
United States Government to guarantee any exchange rate. 


Il. THe Amounts or UNrrep States Arp Wuicu HAve ALREADY BEEN GRANTED 
Since 1945 anp Wuat PERCENTAGE Tuts UNITED STATES CONTRIBUTION 
REPRESENTS OF THE TOTAL SO FAR SUPPLIED 


UNITED STATES CONTRIBUTION 


Sept. 15, 1945, to Aug. 15, 1948 a : 7 $378, 000, 000 


Aug. 16, 1948, to June 25, 1950 eee 170, 000, 000 
June 26, 1950, to June 30, 1952 cd : 299, 000, 000 
July 1, 1952, to June 30, 1953 ; . ; 323, 250, 000 

Total United States contribution 1, 170, 250, 000 


OTHER CONTRIBUTIONS 


June 25, 1950, to June 30, 1953: 


UNKRA (non-United States share) ___ $19, 793, 190 
Other U. N. contributions 35, 371, 105 
United States voluntary agencies 22, 364, 062 
POG Jett ccs ae Ps. acelis ck Datel’ o 77, 528, 357 
Total contributions 1, 247, 778, 357 
Percent United States contribution 94 


June 25, 1950, to June 30, 1953: Estimated services from United States military 
sources,! $299 million. 

June 25, 1950 to June 30, 1953: Estimated direct United States military assistance,? 
$6,150 million. 


! Includes United States elements contributions through construction and reconstruction of highw 
bridges, railroads, communications, and public utilities 
? Based 


mn Tasca mission report 





Ill. THe Uses tro Wuicu Sucu Arp Has BEEN Put AND THE FORM IN Wuicu It 
Was RECEIVED 


To secure a full accounting on the uses to which aid has been put reference must 
be had, in the case of KCAC, to Washington. There are listed herewith, as an 
indication of the type of aid supplied, the materials distrlbuted by KCAC in fiscal 
year 1953. All of this aid has been in material form. No cash contributions 
have been made. Much of the materials and equipment received has been sold. 
Sales have been made at slightly below the market price and the proceeds deposited 
in the counterpart fund. Dollar figures given here represent landed cost, and 
percentage figures refer to the total cost of $132,773,181. 

1. Foodstuffs, $55,237,761 (41.60 percent): Grain: Rice, barley, wheat, and 
sorghums distributed throughout Korea to relieve starvation. Powdered milk 
To support free-milk programs for schools, orphanages, and pregnant women. 

2. Medical and sanitary supplies, $2,874,326 (2.16 percent): Distributed free 
to the Korean hospitals and dispensaries for control of contagious and infectious 
diseases and the treatment of Korean patients. 
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3. Soap, $67,595 (0.05 percent): Free distribution to the needy. 

1. Coal and coal products, $2,671,668 (2.01 percent Free distribution to the 
needy 

5. Petroleum products, $8,294,653 (6.25 percent Distributed to WKorean 


transportation companies to maintain essential distribution. 






6. Transportation equipment, $1,572,079 (1.18 percent Including trucks 
together with spare parts, trolley cars and rail cars. Distributed to maintain 
vital transportation and distribution 

Signal equipment, $2,813,758 (2.12 percent): Distributed to maintain the 
most vital installations. 

8. Clothing, shoes, and textiles, $21,302,781 (16.04 percent): Free distribution 
to the needy 

9. Agricultural suppli s and eq lipment, $20,099,962 (15.14 percent Ineluded 


in this are limited numbers of farm animals to replace losses suffered through 
combat and to increase food production 

a) Fertilizer: Distributed for application on vegetables and grain lands to 
bring production to prewar levels. Indications are that the rice crop this year 
will be the largest since 1945. 

10. Industrial repair equipment, $350,966 (0.26 percent Included in this 
equipment are machinery for mines, production of peat, generators, and diesel 
engines used to augment or restore essential facilities within Korea. 

11. Other equipment, $120,020 (0.09 percent Miscellaneous equipment not 

cluded in the above classification 

12. Miscellaneous manufacturlng end products, $1,348,087 (1.03 percent: Dis- 
tributed to meet vital needs of the Korean population 

13. Miscellaneous raw materials, $16,019,525 (12.07 percent): To strengthen 
the Korean economy by keeping established industries operating, increasing em- 
plovment, and providing essential finished products for the Korean people 

Figures showing the uses to which aid contributed through UNKRA has been 
put and the form in which the aid was received are set forth in the Narrative 
Report on Status of Fiscal Year 1953, published by UNKRA September 15, 1953 
RS/MIS/1), copies of which will be made available to the subcommittee members 
IV. A Comparison Or THE Arp GRANTED With FoRECASTS OF THE AMOUNTS 

NEEDED FOR Eacu Fiscat YEAR SINCE 1946, TOGETHER WITH AN EXPLANATION 


or Any DIFFERENCES Wuicnh May Have OccurrED 





This question must be referred to Washington for answer. In the m time 
the following information relative to fiscal vear 1954 may be of interest 


It is estimated that approximately $628 million will be required for an overall 
program in fiscal year 1954, about $500 million of which would represent external 
aid Of the total program, $58 million would be provided by funds already 
appropriated for civil relic Korea, $117 million from funds pledged to UNKRA, 
$81 million from Department of Army appropriations, $122 million from the 
ROK foreign exchange, and an estimated $15 million from voluntary agencies. 
The remaining $235 million would be provided under the proposed FOA program. 
Of the estimated aid requirement for fiscal year 1954, the United States Govern- 
ent has made available $200 million through FOA, $58 million appropriated 
r CRIK, $50.7 million appropriated as the United States contribution to 
UNKRA. In addition $81 million is assumed for planning purposes to be avail- 

le in the Department of the Army appropriation to continue to furnish certain 











© 


al 
food items and clothing to the ROK Army. 


V. Tue DETERMINATION OF DontiaR Aip LEVELS FOR KoREA 
I. DETERMINATION OF THE FISCAL YEAR 1954 PROGRAM 


Consideration of the fiscal year 1954 program was initiated in the spring of 
‘A Was sent 











1953 when a special mission under the direction of Dr. Henrv J. Tase: 

to Korea at the request of the President The President directed that the mission 
nake recommendations reg ing the amounts and types of United States 
a tance desirable to support the Korean economy In addition, the mission 


rtook to determine in what way the several resources available might best 
be integrated to achieve a maximum degree of Korean recovery. 
The mission commenced its activities on April 17, 1953, and concluded its 


activities with a report to the President in Washington June 15, 1953 
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II. CONSIDERATION OF FISCAL YEAR 1954 AID BY EXECUTIVE BRANCH 


After the submission of the Tasea report, the executive branch, through the 
! 


Foreign Operations Administration (FOA), submitted on August 1 a revised 
program totaling $628 million for the fiscal year 1954. Under this program, United 
States and U. N. funding was planned at $506 million. This amount, in combina- 
tion with ROK foreign exchange totaling $122 million, was planned as the ba 

for the integrated recovery program of $628 million See attachment A rhis 


recommended program then served as the ba 
appropriation of $200 million to constitute part of the FOA eontributior o the 


total aid program. (See attachment B 





for a request to Congress for an 


II] DEVELOPMENT OF AGREED ROK-U. N FISCAL YEAR 1954 PROGRAM 


On arrival in Korea, the Economic Coordinator initiated the task of developing 
a mutually agreed ROK-U. N. aid program for this fiscal year 
: t step in determining the level for aid was the securing of ROK agre« 
to balance between investment and cons mption components in the 

dollar program. The ROK has expressed a strong desire to adopt a fiscal 

vear 1954 program consisting predominantly of investment projects. This poi 
end of World War II 
ey have been the recipients of sizable quantities of consumer goods and thu 
ey now have little to show for the prepondernace of aid thus far granted. They 
are now anxious to initiate promptly the construction of large-scale industrial 
installations and other permanent projects to assure themselves that the current 
U. N.-United States reconstruction program will result in something permanent. 
it became necessary to obtain technical engineering recommendations regarding 
the feasibility of certain new industries and the rehabilitation of others. Secondly 
this investment program had to be viewed in the context of internal financial 
stability It was then necessary to convince the ROK in terms of internal 
monetary stability that the proportion of investment funds had to be reduced 
from their initial proposals of 70 percent and 50 percent investment down to 
30 percent 

In order to determine a suitable balance within the program as between invest 
ment and consumption items, it was estimated in consultation with the ROK that 
inflationary factors totaling HW51 billion were likely to be present during 
fiscal vear Provision for offsetting these inflationary factors had to be made in 
order to assure financial stability as follows 





view arises from the ROK contention that ever since tl 





I al year 1954 Korea stab zation progran halance of monetary f lo 


INFLATIONARY FACTORS 


] Budget deficit of the defense account 36. O 
2. Hwan cost of programed investments 8. 0 
3. Increase in unprogramed hwan investments 7.0 
Votal 51.0 
COMPENSATORY FACTORS 
1. Import commodity sales (including proceeds from drawdown to ROK- 
FOREX reserves 32. 0 
2. Noninflationary increase in money supply 15. 0 
3. Investment funds provided from income or earnings for programed 
investments 5. O 
4. Increase in savings 1. 0 
Total 51. 0 


The dollar aid program then was composed so as to partially compensate for the 
inflationary factors shown in the above table. The import of salable commodi 
ties under the dollar program was then planned at a level equal, in terms of a 
hwan vield through sale in Korea, to the figure of HW32 billion, appearing in the 


above table in the right-hand column It was then estimated that dollar im 
ports against the fiscal year 1954 program in combination with the incoming pipe- 


line from the previous fiscal vear should total approximately $200 million. Thi 
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he reduced to hwa at an estimated average vield of HW160 to SI 

ld result in the HW32 billion compensating factor appearing in the above 
table Similarily the inflationary impact of capital goods items was projected as 
shown in the table as item 2 in the left-hand column As a result of these esti- 
t was agreed that al year 1954 program should be composed of 





il items not excec gure $198 million and that salable commodity 
imports should equal approximately $239 million In addition, imports for relief 
a lireet military support were proposed at $59 million and $132 million re- 


sp ely representing a total of $628 million. See attachment ( 
Vieanwhiule procurement was mit ated with residual $18,250,000 Department 
0 e Army civilian relief in Korea (CRIK) funds and the initial $50 million 
! : 1 items and projects as part of the total vear’s 
The initial first quarter program totaling $68 





I pre ‘ontinuation of the existing CRIK program as well 
as a fir tep f needed commodities and equipment such as 
freigl ars, automotive spare parts, harbor facilities and coastal vessels, equip- 
ment for the Hwachon hydroelectric plant, fertilizers, soy beans, ete \side from 





the initiation of the above procurement for the first quarter, work has been 
initiated on the development of a firm annual program agreed to by the ROK 
\s a first step in securing ROK agreement on an annual program, the ROK 


Office of Planning prepared a fiscal vear dollar program, broken down by the 
standard FOA fields of activities, totaling $628 million See attachments FE 
and | 

In preparing the total annual program due regard was given to the allowable 


eiling agreed to between the UN and the ROK as described in 





iny tment @ 

paragraph III above. The fiscal vear 1954 projects as contained in the total 
program are expressed in general terms See attachment E To render the 
program more specific and to eliminate unsuitable items, the technical specialists 


of ROK, KCAC and UNKR-~ are now determining the detailed components of 
the program by projects and individual commodities with a justification for 


eact See attachment | 


I\ FISCAL YEAR 1955 





I termining a suitable magnitude for aid in fiseal vear 1955, the first step 
was the determination of an overall illustrative figure. The Office of the Coordi- 





nator considered the original projections of the TASCA mission, the projections 

















of the executive branch in Washington and recommended a tentative program 
Lota f $490 milho includi the $130 million of ROK forcig: exchange see 
attachment G t not cluding relief requirements After this determinatior 
al ternal program balance as between investment and cor was arrived 
basis of the anticipated pipeline together with infla id counter- 
inflat iry factors in a matter similar to the balance developed for the fiscal 
ur: 1954 program in paragraph III above The total figure of $490 million is 
considered as illustrative only and remains to be justified terms of the technical 
revi f projects including an evaluation of relief needs. This review is cur- 
rently underway as indicated i ttachment | To the extent that projects 
appear feasible and sound from the technical standpoint, the investment total 
vi be approved for recommendation to Washingto The balance in the fiscal 
vear 1955 program is as follow Investment, $100 million; direct military support 
S100 1 ) und consumption commodities and invisibles, $290 million An 
additional figure for relief, totaling $41 million, is under review If approved, 
t total recommended figure for fiscal year 1955 is likely to be $531 million, 
$130 milli f which will be furnished bv the ROK To the extent that ecom- 
Te 1 projects can be tified, a total program figure for fiscal year 1955 
, } , ended to Wa tn 
\ IMPLEMENTATION OJ] ANNUAI FISCAL Y AR PROGRAM 

he total programs for fiscal vears 1954 and 1955 are planning documents and 

is the pr n develops, conditions will change and new information come to 
ligt ( s ing modifications For example, even within the initial quarter’s 
$68 million program e attachment D) it has become necessary to amend certain 
pward from the originally recommended figure and to offset such increases 

by corresponding reductions in other items If an initial engineering estimate at 
the program development stage subsequently proves invalid, corrective steps will 
be taken to modifv the programed level of aid \ further type of change might 


ecome necessary in the program as between the fundamental balance of invest- 
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ment Versus consumption imports. If economic stabiliation efforts fail or ic cee 
in a manner contrary to initial estimates, the investment and consumption totals 
must be modified. The efforts to date in planning the levels of aid repress 
attempt on the part of the Coordinator to determine amounts based upon the 
recommendations of the specialists in economic and technical fields, both ROK 
and UN 
Attachments A through G 
\. Proposed relief, rehabilitation and defense support program, fiscal vear 
1954 
B. Message from President 
( ROK/UN proposal for program economic reconstruction and: financial 
stabilization 
D. Supplemental CRIK program 
Kk. Economie rehabilitation program ROK, $628 million 
F. Preparation of project listings 
G. United States fiscal year 1955 integrated Korea reconstruction pr 


gram 


VI. Waar Rowe IN THE DETERMINATION OF THE NECESSARY Alp LEV! W 
PLAYED BY EACH OF THE FOLLOWING 


A) UNKRA 


The United Nations General Assembly resolution dated December | 1950 
creating the United Nations Korean Reconstruction Agency (UNKRA) charged 
the agency with the responsibility for a large part of task of relief and reco 
struction in Korea. The military situation since that time has stringently limited 
the scope of the reconstruction program It has been possible meanwhile, how 
ever, to initiate some specific projects and to carry on surveys and to develop lon 
range plans aimed at facilitating large scale operations when the situation per 
mitted. Utilizing its technical personnel and the United Nations specialized 
agencies, Food and Agriculture Organization (FOA), United Nations Educational, 
Scientific, and Cultural Organization (UNESCO), World Health Organizat 
WHO), UNKRA has compiled a great deal of information in these fields r 
reports posed the problems to be overcome and mades pecific reecommendati 
as to their solution. Further, UNKRA experts with the able assistance of a noted 
firm of economic consultants has been able to outline the overall need f t 
economy of South Korea and to relate the reports of the specialized ager 
a plan of action covering all segments of the economy 

The United States Congress in July 1953 appropriated additional funds to 
accelerate a program of reconstruction and rehabilitation in Korea.  ‘ 
quently, much of the information that had been developed by UNKRA has beer 
useful in framing a program of the magnitude now being carried out a1 


establishing the aid level for the future. 


(B) KCAC 
Under currently operating administrative arrangement KCAC has bee 
assigned the responsibilitv of furnishing technical recommendations rega 


various sectors of the economy. These include relief, veterinary work, agri 


tural extension and research, health and sanitation, transportation, communica 


tions, electric power development. In the above fields, technical specialists of 
KCAC have undertaken to develop with their ROK counterparts in th eral 
Ministries, a dollar budget necessary to furnish imports required to implement 
projects or to meet consumption needs For example, programs have been deter- 
mined and agreed to with the ROK to cover port development, aids to navigation, 
dredging of harbors, ete. Similarly, KCA¢ pecialists concerned with admil 
istering relief have determined the necessary aid level to support the pr ra 
7 


his determination has necessitated consultation with the ROK Ministr 
Social Affairs 

The commodities financed under the aid program as industrial raw material 
or for direct consumption are screened by KCAC as ir respo! il 
for transportation, warehousing and port control AC consults with the 
technical specialists of UNKRA where necessary or with the Eighth Army to 
determine if requirements recommended are adequate or overstated 
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( HEADQUARTER EIGHTH UNITED STATES ARMY 


Kighth Army is responsible for Civil Affairs and Military Government forward 





of Corps rear boundaries While its Civil Affairs and Military Government 
activities are prince pally limited to the control of civilians and the evacuation 
of « a from the combat area, to prevent interference with military operations, 
imed responsibility also for relief activities It formulates estimates of 
relief requirements for the area under its jurisdiction, and submits those estimates 
{ Korea Civil tance Command The Eighth Army performs the addi 
onal functions of as ng the Coordinator in Cetermining the level of aid for the 
pport of the ROK services This aid can be described under the heading of 
Common Use Items as distinguished from items usable only by the military 
The ommodit ie and eq mel currently being considered as part of the fiscal 
vear 1954 program include such items as supplementary protein food, blankets, 
raw cott for uniform padding, cloth, rubber for shoe manufacturing, and 
n i military barrack 
D UNITI ATI EMBASSY IN EOR} 
The Embassy in Korea does not participate in technical or operational work o1 
evels of aid or on planning or programing of aid It does however keep in close 
toucl h the Economie Coordinator and his staff. The Embassy aims to keep 


nical work carried on by experts In the ( oordinator’s office 
other organizations, to consult with them and provide guidance or informa 
tion with respect to United States foreign policy, and to submit recommendations 
» State Department whenever policy issues were perceived. 

In the past year the Embassy’s principal contributions to the determination of 
necessary aid levels ha 

1) Telegrams to the State Department, starting in December 1952, urging 
that substantially increased amounts of United States aid were needed; 

2) Telegrams supporting the appointment of an Economic Coordinator and 
commenting on specific proposals in that regard; and 

3) Comments on the report of the TASCA mission 








rH REPUBLIC OF KOREA 


The ROK Government helps in the determination of aid levels through its 
ministries and the ROK Office of Planning. The ROK Government ministries 
perform functions generally analogous to those of the departments of the United 
States Federal Government In turn, the ministries are coordinated by the 
LOK Office of Planning which performs a function similar to that of the United 
States Bureau of the Budget. 


} } 


Technical specialists of the several ROK ministries consult with their opposite 
numbers in the KCAC or UNKRA staffs to determine the desired level of aid 
in their particular field of responsibility. For example, the ROK irrigation 
specialists in the Ministry of Agriculture and Forestry confer with the UNKRA 
specialist to determine what irrigation projects are needed, can be feasibly im- 
plemented, and are not already included in the ROK budget. Similarly, the 
Ministry of Home Affairs discusses with a KCAC expert the dredging programs 
of various ports. In cases like these, a dollar amount is agreed upon high enough 
to provide necessary imports to implement the project Usually the ROK 
ministry takes the initiative in making proposals to the U.N. specialists. In 
some cases differences of opinion occur regarding, for example, the technical 
desirability of a given project or the amount of money necessary to accomplish 


a project In such cases, the difference of opinion is reported to the ROK Office 
of Planning. The Office of Planning, in turn, consults with the ministry and 
assists in reaching a final decision as to the amount of aid to be requested. 


I THE COMBINED ECONOMIC BOARD 


The Combined Economic Board and its subcommittees furnish the adminis- 
trative machinery whereby agreement is finalized on aid levels as between the 
ROK and the economic coordinator. After the technical specialists of the 
ROK ministries reach agreement with their U. N. opposite numbers, the aid 
rement is furnished to a subeommittee of the Combined Economie Board 
ir final reeommendatio1 The subcommittee is known as the Combined Eco- 
nomic Board Overall Requirements Committee, abbreviated as CEBORC. After 
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approval by CEBORC, the level of aid for each particular projeet or co 
is submitted to the CEB for approval 

For example early i August the [ N. transportat h specialists ¢ KC AC 
agreed with the ROK Ministry of Transportation as to the numbers and type 
of freight cars needed to alleviate the current ortage and provide for 
nereased traffic envisaged under the ‘panded aid program. On Au 27 
CEBORC concurred in the recommendat of tl technical speciahst fina 


procurement with aid funds of about 2,000 freight cars and other roll 

at an estimated cost of $12 millio In turn, the CEB was called upon to appr 

this figure as a part of the initial fiscal vear 1954 FOA quarterly progran 
Generally the practice has been for aid levels to be fixed on a quarterly basis 


Occasionally, modifications in the agreed quarterly program become necessar 
the light of changed conditions or the developme nt of new informatior For 
example, a further engineering review of the Hwachon power project ii e truce 
zone resulted in a finding that a third turbine could feasibly be repaired, thereby 





making better utilization of the power facilities at Hwachon. 
already approved the figure of $1.5 million for the rehabilitation of the Hwachon 
plant. The original program was then modified by the CEB to permit el 
amount of funding for the Hwachon third turbine, raising the total level fe 
project upward from $1.5 million to $2.2 million 

Other subcommittees of the Cl B play a less direct role in the determination of 
aid levels. For example, the CEB Finance Committee (CEBFIN) is primari 
concerned with the internal monetary implications of the program and therefore 
is in a position to make recommendations as to the level of aid imports for invest 





ment purposes as opposed to imports for consumptior goods The CEB Re 1ef 
and Aid Goods Committee (CEBRAG) is primarily concerned with the prici1 

in terms of hwan, of imported aid goods. CEBRAG recommendations influences 
the composition of the aid program in the sense that to the extent that CEBRAG 
fails or succeeds in maximizing the hwan proceeds from the sale of aid goods, the 


levels of investment imports must be reconsidered. 


G) THE UNITED NATIONS COMMAND TOKYO 


The memorandum on the United States Organization for Economic Aid A: 
ities in Korea, dated August a 1953, approved by the Presider 1 appel d X A p é. 
to answers to questions VII and VIII) states that CINCUNC ‘‘will delegate to 
the economic coordinator * * * development and supervision of integrated 
programs of relief, rehabilitation, and stabilization. * ’ This wording is 
repeated in the directive from CINCUNC dated August 20, 1953, quoted 
appendix B, page 2, to answers to questions \ I] and \ III. q he extent to which 
CINCUNC, as the economic coordinator’s commanding officer, will participate 
in determining the level of aid is a matter which is left to the discretion of 
General Hull. 

(H) UNITED STATES EMBASSY IN TOKYO 


The Embass\ it Tokyo follows economic devel pments 1 IK rea ll lal i 
they appear to have a bearing on economic developments in Japan, on NKorea 
Japanese relations, or on United States-Japanese relations, and seeks to r 
that Japan and United States-Japanese relations are taken into consideration 
whenever important decisions are to be made with respect to United States aid 


to Korea. 
(I) DEPARTMENT OF STATE, WASHINGTON 








The State Department takes a very active interest in all matters whic could 
have a bearing on United States-Korean relations or on the attainment of | 1 
States political objectives in Korea. Such matters obviously include the deter- 
mination of the magnitude of United States aid to Korea, and the methods and 


procedt res adopted for providing the aid ar d for assuring its effective use 


(J) OTHER UNITED STATES GOVERNMENT DEPARTMENTS 


departments in Washington assist in the 





Several Unite States Government 


determination of aid levels for Ko 








a the principal agency being the oreign 
Operations Administration. Reeommendations as to aid levels are now being 
furnished by the UNC economic coordinator for the fiscal vear 1955 and consti 
tute the primarv basis for the request of the executive branch for Korea aid funds 
to the Bureau of the Budget. The Bureau of the Budget, in turn, reviews the 


request for funds, analyzes the rate of program implemer tatior evaluates the 
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feasibilitv of the requested program, and makes a determination as to the extent 
to which aid to Korea should be granted in the light of competing requests for 
Federal appropriations. Once the Bureau of the Budget has furnished its final 
recommendation to the President, probably in November or December, the 
Korean aid figure as part of the total foreign-aid program then becomes the sub- 
ject of congressional consideration 

During the above process, various other Washington departments are neces- 
sarily consulted. The Defense Department, particularly through the Civil 
Affairs and Military Government Section, evaluates the coordinator’s recommen- 
dations for relief. Similarly, the Department of the Army, working in conjunc- 
tion with the other services, screens the request for direct military support to the 
ROK Army, Navy, Air Foree, and Marine Corps. The Treasury Department 
in Washington also considers recommendations for aid to Korea with reference 
to the internal monetary implications of the aid in Korea. The Treasury also 
considers dollar aid to Korea with a view to determining whether aid of a given 
i be furnished within the financial resources of the United States. 





k SPECIAL UNITED STATES OR OTHER MISSIONS TO KOREA AND JAPAN 








The mission which played the predominant role in determining the fiscal year 
1954 level of aid was the Tasca mission, which came to Korea April 17, 1958, at 
the request of the President, and submitted its report in Washington 2 months 
thereafter. This mission, composed of six persons, with additional military 
personnel attached, made recommendations regarding the amounts and type of 
United States assistance needed to support the Korean economy In addition, 
the mission undertook to determine in what way the several funding sources 
ava ‘might best be integrated to achieve recovery. The Tasca mission took 





advantage of technical recommendation of the engineering and other specialized 
staffs of both KCAC and UNKRA and several military commands in Korea 
In this way, the level of aid and specific projects were recommended for considera- 


ion by the executive branch of the Government. Largely because of the Tasca 
recommendations, the initial FOA $200 million appropriation was approved. 
Other special missions have visited Korea at various times during 1952 and 1953. 
The results of these surveys have been integrated with the UNKRA program 
and many of their recommendations were included in the Tasca report. These 


special missions included the following: 

1) Food and Agriculture Organization of the United Nations: An FAO survey, 
undertaken by nine persons, between August 1952 and February 1953, resulted 
in the determination of chemical fertilizer requirements of Korea, food import 
requirements, recommendations oa agricultural education, irrigation, fisheries, 
forestry, agricultural-education programs, and a projection of food-production 
trends 

2) United Nations Educational, Scientific and Cultural Organization 
UNESCO): A UNESCO mission, composed of six persons, arrived in November 
1952 and departed February 1953, having conducted a survey of educational! 
needs except in the fields of health and agriculture. These two fields were covered 
by t FAO (see above) and the World Health Organization (see below). The 
UNESCO group concentrated on vocational education, normal schools, and 
institutional changes in the ROK Administration of Education 

3) World Health Organization: The WHO mission, consisting of three per- 
sons, commenced work in July 1952, and departed in November of the same 














yea lhe group furnished recommendations regarding funds required to improve 
public health, and train doctors and other medical specialists. 
1) The Rusk mission, headed by Dr. Howard Rusk, visted Korea in March 


and August of this year at the request of the American-Korean Foundation with 
the view to determining the need for contributions from private sources to sup- 
port projects in such fields as education, public health, housing, orphanages, etc. 

5) United Nations International Children’s Emergency Fund program 
UNICEF), like other United Nations specialized agencies, is working in co- 
ordination with UNKRA and KCAC to determine the needs of child welfare 
UNICEF has committed a large quantity of powdered milk for supplemental 
feeding of children and nursing and pregnant mothers 

6) Church groups and numerous denominational or other private-welfare 
are at work in Korea under the general coordination of the Korean Asso- 
ciation of Voluntary Agencies which has established a scretariat to assist in 
prevention of duplicating activities and in meeting requirements of projects 


red by the several agencies. These agencies include the following: 
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Nation Catholic Welfare Conference—War Relief Services 

Church World Services, Ine. 

Northern Presbyterian Mission 

Southern Presbyterian Mission 

Methodist Mission 

Seventh Day Adventist Mission 

Marv Knoll Sisters 

Unitarian Service Committee 

Mennonite Central Committee 

Friends Service Committee (sponsored by United States, United King- 

dom, and Canadian contributions 

Australian Presbyterian Mission 

Save the Children Federation (United Kingdom contributio1 

Foster Parents Plan for War Orphans 

Christian Children’s Fund 

Cooperative Remittances for Europe and the Far East (CARI 

Korean ted Cross League of Red Cross Societies 

Young Men’s Christian Association 

Young Women’s Christian Association 

\ number of specialized engineering groups have served or are serving to 

determine costs arising in the industrial rehabilitation program. These groups 
include Knappen, Tippett, Abbett, and McCarthy, providing technical advice 
to UNKRA and KCAC in the respective fields of responsibility of those agenci 
The Chemical Construction Co. and the Frazier Simplex Co. are currently en- 
gaged in the preparation of recommendations for the construction of fertilizer 
and glass plants in Korea. 


L) THI NATIONAL SECURITY COUNCII 


The National Security Council and its working groups revised the report of 
the Tasca mission and submitted a recommendation as to the initiation of a 
Korea reconstruction program, 


(M NATIONAL ADVISORY COUNCIL 


lhe most recent action of the National Advisory Council in regard to Korea 
was a decision to permit the sale of surplus property for hwan in amounts beyond 
the earlier limitation, to amounts equivalent to US$4 million during the cale1 
dar vear 1953. If the military situation becomes stablized in Korea, surplus prop 


erty in increasing volume is expected to become available thus in effect aug- 


menting the level of aid. At the same time this sale of surplus property in in- 
creasing volume 1s expected to become available thus in effect augmenting the 
level of aid At the same time this sale of surplus property for hwan will result 
in dollar savings through a reduction in the quantity of hwan purchased by the 


U. N. for the use of military personnel in Korea, 


VII, VIII. WHat Rote Have tHe AGEeNcigs PLAYED IN DEVELOPING OPBRA- 
TIONAL PLANS FOR THE APPLICATION OF AID GRANTED? 


With the reorganization which created the Foreign Operations Administration, 
how will the roles of each of these foregoing agencies in determining the needs and 
developing operational plans for distributing United States and U. N. aid be 
affected? 


(A DEPARTMENT OF STATE DEPARTMENT OIF DEFENSI FOREIGN OPERATIONS 
ADMINISTRATION AND OTHER FEDERAL AGENCIES 


The respective responsibilities and functions of each of the foregoing agencies 
is set forth in the memorandum on the United States organization for economic 
aid activities in Korea, dated August 7, 1953. This memorandum, prefaced by 
an explanatory note to the President from the Director of the Bureau of the Budget 
is carried as appendix A. It will be noted that under this memorandum, ‘The 
Foreign Operations Administration is designated as the agency of principal interest 
within the unified command for Korean relief, rehabilitation, and stabilization, 
and is assigned the development and direction in Washington of Korean relief, 
rehabilitation and stabilization policy and programs, subject to the respon- 
sibilities of other departments and agencies as set forth in the President’s letter of 
June 1, 1953.” 
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EADQI RTERS U. N. COMM D, ECONOMIC COORDINATOR, UNC, EIGHTH ARMY 
AND OTHER MILITARY COMMANDS IN KOREA 











Econo! Coordinator is responsible for development and supervision of 
tegrated programs in Korea yvering relief, rehabilitation, and stabilization 
and coordinat meLwe tar and civilian assistance programs, The terms 
of reference of the onomie Coordinator are set fort! in paragraphs 2 to 4 of the 
August 7, 1953, memorandum referred to above and shown in appendix A T 
relatii ps among t Kconomic Coordinator and the military commands in 
the t iter are set forth in a message from General Clark dated August 20, 1953, 
s} uppendix | 
OPERATIONAL RI LATIONSHII AMONG UNKRA, KCA(¢ AND THE ECONOMI( 


COORDINATOR 


Keonomic Coordinator does not maintain an “operating” organization of 





his own in Korea. He establishes policies and coordinates programs and opera- 
tir KCAC and UNKRA develop and carry out programs and projects. Th 
organizational arrangements and division of responsibility between KCAC and 
UNKRA are set forth in appendix C. Consummation of this agreement was 
effected September 8, 1953, and approved by General Clark. The actual imple- 


mentation of the agreement in terms of transfers of functions and personnel was 
effected October 1, 1953 It is felt that these arrangements fulfill the recom- 
mendation in the note from the Director of the Bureau of the Budget to the 
President to the effect that: ‘“‘A clear-cut division of activities should be estab- 
lished to the maximum feasible extent among the United Nations Korean Recon- 
struction Agency, civilian relief, and United States rehabilitation, so that wasteful 
duplications are avoided and the operations are closely coordinated 





(D UNITED STATES EMBASSY IN KOREA 


rhe Economie Coordinator consults with the Ambassador on: 
| Major economic questions which involve negotiations with the highest level 
he ROK Government 


2 {ny programs, projects, or operations being earried on under the direction 

of the Economic Coordinator whicl involve political matters or questions 
E) UNITED STATES EMBASSY IN JAPAN 

The United State Embassy in Japan becomes concerned in the economie 
assistance program only to the extent that either Japanese economic or political 

terests or the political or economic interests of the United States in Japan 
heceome nvolved One current example is the resistance of the ROK Govern- 
nent to the procurement of aid materials and equipment in Japan. 


} COMBINED ECONOMIC BOARD 


he complete participation of the ROK Government in program development 
and implementation of all aspects of the aid program is a basic policy and opera- 


ona concent No progra 





s are developed, projects initiated, or supplies pro- 





cured on a unilateral basis. 
The Combined Economic Board (CEB) comprises two members: The Prime 


Minister and the Economic Coordinator, UNC. CEB reviews all major policies 
1 aid programs and all CEB decisions are joint in nature 
I CEB consists of three Committees: Overall Requireme nts (CEBOR( 


Relief and Aid Goods (CEBRAG); and Finance (CEBFIN). Each Committee 
by a ROK and UNC representative 
Currently a reorganization of CEB is being negotiated among U. N. and United 
States representatives and the ROK 
Attachments A to C 
A. Memorandum on United States organi 
Korea, 


tion for economic aid activities 





General Clark. 
arrangements A&l 1 division of responsibilities between 





KCAC and UNKRA: Letter from General Coulter to Mr. Wood August 14, 
1953. letter from Mr. Wood to General Coulter of S« ptember 1953, agreement 


— 
September 8 1953 








Gen pe 
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1X. RESPONSIBILITY FOR NEGOTIATING PoLIcy AND OPERATIONAL AGREEMENTS 
WitrH THE REPUBLIC oF KoORBA 


a) Initial negotiation of economic policy agreements with the ROK starts 
with the staff of the Economic Coordinator (specifically the Economie and Fina 
cial Policy Adviser or his assistants Such negotiations involve on the ROK 
side, various Officials in the Ministry of Finance, Bank of Korea, and the Office 
of Planning. Major policy negotiations are consummated among the President 
Prime Minister, and the Economic Coordinator. 

bh) Initial negotiation of operational agreements occurs between the technical 
divisions of UNKRA and KCAC and those of an important nature are finalized 
among the President, Prime Minister, and the Economie Coordinator 

c) In certain instances, and with the concurrence of the Economie Coordinator, 
the Agent General, UNKRA, conducts negotiations on UNKRA matters with 
both the President and the Prime Minister. Such negotiations either between 
the Agent General and the ROK directly or between the Economic Coordinator 
and the ROK on behalf of UNKRA are within the framework specified in the 


exchange of correspondence between the Agent General and the Economie Co- 
ordinator as shown in appendix C to the answer to questions VII and VIII 
d) On predominantly military matters but with economic implications, such 


as a civil-affairs agreement, ROK claims against United States forces for electric 
power, etc., negotiations with the ROK are undertaken by military representatives 
of CINCUNC or his subordinate commands, Keepll 
informed of the progress of such negotiations 

e) In his negotiations with the ROK, the Economic Coordinator seeks the 
counsel of the United States Ambassador to Korea, and where appropriate the 
advice of the commanding general, Eighth Army, as well He keeps both An 
bassador Briggs and General Taylor fully informed of negotiations in process and 
of those contemplated 





r the Economic Coordinator 


X. To WHat Extent ARE Monetary AGREEMENTS WITH THE REPUBLIC OF 
KorEA A RESPONSIBILITY OF Eacu OF THE FOREGOING UNITED STATES AGENCIES? 


The outstanding monetary agreement between the United States and the ROK 
is the agreement of February 25, 1953 In the Far East the officer responsibl 
for this agreement was the commander in chief, U. N. Command, Tokvo. 

The principal adviser to CINCUNC on monetary agreements with the ROK 
is now the Economie Coordinator in Korea, who is authorized on behalf of 
CINCUNC to negotiate with the Republic of Korea and is responsible for for- 
mulating recommendations on questions relating to the February 25, 1953, and 
any other agreements in this field. The Economie Coordinator is the only United 
States or U. N. official in Korea authorized to negotiate such monetary agreement 
In his role as agent for CINCUNC, the Economic Coordinator seeks advice fr 
the United States Embassy in Korea on political aspects of monetary relations 
with the ROK. 

Guidance, instruction, and authority for CINCUNC and the Economie Coor- 
dinator in this area have, from time to time, been issued by the National Security 
Council. The Departments of Defense, State, and Treasury, and the Foreig 
Operations Administration are the agencies currently responsible for developing 
policy and for acting on recommendations of CINCUNC and the Economie 








Coordinator in connection with the agreement 

Negotiations on the exchange-rate system are now proceeding between the 
ROK and the Economic Coordinator within the framework of the above organ- 
izational arrangements and within the context of negotiations on a program of 
economic reconstruction and financial stabilization. 


XI. To WHat Extent ARE AGREEMENTS FOR THE PROCUREMENT OF STRATEGIC 
MaTERIALS A RESPONSIBILITY OF UNITED States AGENCIES? 


a) At the Washington level the following agencies are concerned with the 
procurement of strategic minerals in the ROK: 

(1) Office of Defense Mobilization, Executive Office of the President, estab- 
lishes polices and quotas for the strategic materials stockpile 

(2) Department of Defense is concerned from the standpoints of defense needs 
and its overall concern with the Korean theater of operations 

(3) Foreign Operations Administration is charged with responsibility for en- 
couraging production of strategic materials abroad, particularly in those countries 
receiving economic assistance from the United States. It is also concerned from 
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the standpoint of foreign exchange earnings accruing to the ROK from the sale 
of strategic materials 

1) General Services Administration procures strategic materials for the United 
States stockpile 

b) CINCUNCE and the military commands in Korea take necessary measures 
to protect the sources of supply of strategic minerals in South Korea. At present 
this specific responsibility is borne by the commanding general, Korea communi- 
cations zone. CINCUNC also assists in the transportation of strategic minerals 
purchased by GSA, both in terms of inland and ocean transportation. KCAC 
gives logistic support to the GSA office in Korea 

c) The Far Eastern office of General Services Administration negotiates with 
the ROK for the delivery and sale of strategic minerals to GSA. The Economie 


Coordinator is kept advised of the status of GSA—ROK negotiations and contracts. 


XIT. To Wuart Extent Has REHABILITATION AND RECONSTRUCTION ACTIVITY 
PROGRESSED IN THI FOLLOWING AREAS AND WHAT IS THE CURREN1 
SITUATION? 


Agriculture Irrigation 

Forestry Industry 

Trans ortation Housing 

Public health Vocational education 
Education Public administration 
Fisheries Consumer-goods production 
Mining Currency reform 

Power development Communications 


AGRICULTURE 


South Korea is faced with the serious problem of a rapidly increasing population 
in areas where agricultural expansion is rigidly limited by mountainous terrain. 
Of the approximately 20 million acres of land area in South Korea, less than 25 
percent is arable. Double cropping in a portion of the arable area has brought the 
crop acreage to slightly above 25 percent Expansion of production is, therefore, 
largely dependent upon yield increases 

The population density in South Korea is approximately four persons per 
arable acre and this density is increasing. To be successful, the agricultural- 
rehabilitation program must aim at increasing to the fullest extent production 
per unit of land area of land already devoted to farming, while simultaneously 
developing all possible areas which can be farmed 

Approximately 565,000 metric tons of ammonium sulphate was procured for 
fertilizer in fiscal vear 1953. This was sufficient to meet requirements and wipe 

ut the black market for this commodity. The procurement of approximately 
750,000 metric tons of food grains this year resulted in price stability through 
those preharvest periods when prices have soared in past years. Because of the 
favorable weather which lasted through the growing season this year and the 
er on hand when needed, the ROK expects to have 


adequate supply of feriiliz 
in calendar vear 1953 the largest crop since 1948 
The high incidence of livestock diseases has been sharply reduced since the 


immunization program began in 1951. Of the 6 most serious diseases, the number 
of reported cases has dropped from 48,000 in 1949 to 10,000 in 1952. Some 400,000 
vaccinations were administered to livestock for these diseases in 1951 and over 
ir 1.400.000 head of livestock have been vaccinated to 


800,000 in 1952. This ye 





date. Immunizations now in progress will raise this total to 2,500,000 head by the 
end of the vear. The number of veterinarians and technicians carrying out this 
program of livestock it nization has inereased from 580 in 1951 to 844 at 
present Although there is no direct measure of the number of livestock saved 
by this immunization program, the statistics on disease incidence speak for them- 
selves 


A large portion of the hand tools now used by Korean farmers should have been 
discarded long ago. Over 1,400 metric tons of pig iron, 900 metric tons of steel, 
380,000 board-feet of lumber, 3,000 sprayers are being imported to be made 

to shovels, plow parts, pedal threshers, and grain-polishing machinery by 








Korean farm-machinery companies to replace wornout implements and tools lost 
auring the war 

Demonstration leaflets and pamphlets containing timely information on agri- 
culture are now arriving for general distribution to Korean farmers A pproxi- 


mately 800 metric tons of newsprint paper, 15 Korean typewriters, mineograph 
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stencils and paper, and other supplies are now arriving for use in disseminating 
this information program Seven hundred bieveles have been procured and 
distributed to village agricultural leaders to assist them in reaching more farm 
people with information on improved production techniques. Cameras and film 
have arrived in Korea to be used in presenting pictorial stories of advanced tech- 
niques. Two mobile units, equipped with sound systems, are on order to assist in 
carrying advanced information to rural groups This equipment will assist 
materially in carrying to farmers the results of developed research already 
available within Korea. 

Over $250,000 worth of materials have been ordered for the partial rehabilitation 
of agricultural research and education institutions at Suwon which were severely 
damaged during hostilities. Contracts for repairing certain damaged buildings 
at these institutions will be let during October 


FORESTRY 


With the outbreak of World War II an extensive, indiscriminate cutting of 
Korea’s forests was begun. The rapid denuding of forest areas which resulted 
was not halted in 1945, however, but continued on during the following vears 
With the invasion of June 1950 this cutting became more intense, the volume of 
standing timber in South Korea being reduced by more than one-seventh during 
the period June 1950 to June 1952 Whereas, in 1942 standing timber south of 
the 38th parallel was estimated at 65 million cubie meters, by 1952 this total had 
fallen more than 50 percent to 30 million cubie meters Recent estimates made 
by KCAC, UNKRA, and the FAO/UNKRA agricultural mission indicate that 
if the present rate of cutting— now approximately 3 times faster than replacement 
by annual growth—is continued, forest resources will be completely exhausted 
within approximately 17 years. However, since approximately 80 percent of 
this cutting is for fuel for home use, adequate alternate fuels must become avail- 
able before an appreciable reduction can be made 

This denudation has resulted in flash floods and the development of widespread 
erosion, causing destruction and damage to considerable areas of agricultural land 
During the dry seasons it results in a drying up of springs and wells, and in a 
shortage of water required in irrigation systems. 


Recognizing the necessitv for a reforestation program, UNKRA, in its fiseal 
vear 1953 program, budgeted $31,500 as an initial measure With this sun 
equipment such as bicveles, urgently needed by provincial foresters in the earrving 


out of their duties to protect the forests and in the expansion of the reforestation 
program, were procured. Eight hundred and seventy-five have been turned over 
to the Ministry of Agriculture and Forestry, which in turn has completed dis 
tribution to its forest guards Bievel spare parts, crude rubber for tires 

have also been imported, for the maintenance of this basie ear ipment 

entral Forest Experiment 





[In addition, technical assistance is being given to the ¢ 
station and to the department of forestry of Seoul National Universit 


habilitation of the experiment station buildings is also underway ith funds 
supplied by UNKRA for the restoration of research facilities in South Korea 
The prol lem of reforestation is well appreciated t the Ministry of Agriculture 
and Forestry, and during the period 1946 to 1951 the Forestry Bureau annually 
planted some 200,000 trees In 1952, 127,865,000 trees were planted but la 
of funds on the part of the Government for additional purchase resulted in man 
private nurseries closing down. To assist in the 1953 program, UN KRA supplied 
the ministry with 1,165 metric tons of barlev, equal to the cost value of 42 llion 
seedlings available to the Ministry from private nurseries, but for whic! an 


“dd These, added to trees bought directly | the 


} 
[ 





funds had not been appropria 
Ministrv, brought to 61 million t 
season 

In addition to the ROK (;,overnment and | NKR A’s rorestrv-conser\ ation 
activities, KCAC during 1952 imported 3,600,000 board-feet of saw and veneer 


e number planted duri the 1953 planting 


logs, and for 1953 has secured an additional 15 million board-feet of saw logs and 
1 million board-feet of veneer logs. These are being sold to local saw) 
South Korea 
TRANSPORTATION 

The transportation svstem of Korea was developed during the Japan 
pation from 1905 to 1945 as a bridge for traffic betwee Jap and 
with strategic considerations paramount and with little regard for the economy 
of what is now the Republic of Korea. Consequently important areas o uf l 


resources were ignored and the lines of communication are predominanth 
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with insufficient lateral communicatior The system was not com- 
to World War II and the political division of Korea in 1945 shut off 
ormal sources of supply from the north, particularly coal for railways and electric 
power, forcing the ROK to start development of their own resources wherever 
08 le and further vating an already inadequate transportation system. 
Progress toward reme the deficiencies was interrupted by the Communist 








The system is comprised of a railway (the Korean National Railway) of just 
over 2,000 miles of track; 10 major and 67 secondary ports; a merchant marine of 
39 vessels, 14 of which are oceangoing; a network of 9,540 miles of roads, which 
are not paved except in Seoul and Pusan; a fleet of old and dilapidated trucks and 
buses: a fleet of over 2,000 small wooden vessels, 220 of which are over 50 tons: 
and streetcar systems in Seoul and Pusan The whole system, outside the Pusan 
perimeter, is very extensively damaged as a result of the war, its structures and 
pment having been particular targets for destruction and demolition as both 





equiy 
sides at different times withdrew In addition, all equipment is suffering from 
the lack of proper maintenance for a period of 10 years. To support military 
operations, the U. N. command was foreed to monopolize nearly all transport 
facilities to the detriment of the civil economy 

Korea is a mountainous country, which makes construction and operation of 
railways and roads comparatively expensive. In general, the transportation 
needs of the Republic of Korea can best be served by utilizing the existing railway 
extended in some places to develop areas of mineral wealth) as the principal 
means of internal transportation, with road transport confined to local distribu- 
tion and feeder services to railhead and ports, and marine transport, wherever 
possible, moving bulk traffic and serving the island populations. Korean-flag 
vessels should also e1 in foreign trade with nearby countriess \n efficient 
and well-balanced transportation system is a primary adjunct to the economic 
ievelopment of the country 

The { lescribe the present condition of the various aspects 





of the t ‘“m and indicate what has been done to restore war 
lamace ce the invaders were repelled and what remains to be done W here 
mention is made of what is planned for fiscal year 1954, this is on the basis of the 
$200 million FOA progra is currently but not finally allocated to the different 
nr ye T 

1R ' 

The entire railway network and its rolling stock and equipment, outside the 
Pusan perimeter, is verv considerably damaged as a result of the war. In addi- 
tion, tract rolling stock, and ¢ lipment is suffering from lack of proper mainte- 
nance for a period of 10 to 20 years. Very little of the material and equipment 


needed to effect repairs can be obtained in Korea 
In order to transport men and su} plies to the battlefront, the United States 





had to furnish locomotives, cars, rails, bridges, ties, coal, and other materials 
and equipment In fact, the Army took over supervisory and operational control 
of some 1,200 miles of line (military lines) out of 2,000 and has continued to provide 
from military funds, supplies sufficient to maintain the basic facilities of these lines, 
at an average cost of approximately $3 million per month 

a) Track.— Generally speaking, it mav be said that the track under military 
control has been restored to a reasonable standard Lines not under military 
control have received no supplies from aid programs except for 304,000 ties from 
the UNKRA fiseal vear 1953 program, about half of which have arrived so far. 
After these have been laid some 821,000 completely decaved ties will remain. It 
is planned to procure 250,000 ties in fiseal year 1954, which is the absolute minimum 
to keep the lines in operable condition and even then they will be below normal 
safety standards A larger program must be undertaken in the following vear 

bh) Bridges.— Three spans of the large Han River Bridge near Seoul were demol- 
ished Rebuilding is an urgent necessity as the separate 54-year-old bridge, 
ed up and brought back into service, cannot be maintained in service for more 
a year without considerable further expenditure. It is planned to procure 
1 in fiscal vear 1954 about one-third of the necessary materials and equip- 









ment and to complete the project in fiseal year 1955 if funding limitations permit. 
Tw ndred and forty-seven gird 
been repaired temporarily, but will 
procured abroad in fiseal vear 1954 

c) Locomotive watering facilities, a primary requisite of a steam railway, have 
largely been restored, but in many instances on a temporary basis, Which must now 


s of small bridges were damaged and have 
ave to be replaced eventually. Six will be 


, 
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be corrected immediate procurement of 13 pumps and 2 boilers is planned 


for fiscal year 1954 and a similar number will be necessary the following vear 


d) Signalling.— interlocking apparatus was destroyed at 12 of the more im- 
portant stations. Conditions in Korea make it essential that every advantage be 
taken of safety devices to prevent accidents In fiscal year 1954 it is planned to 
restore 7 stations in this respect , 

e) Railway building The buildings of stations, backshops, and engine sheds 
were Camagec to the extent of 39 percent of the total wall area (611,352 square 
meters Procurement of $200,000 worth of materials is in hand with UNKRA 


fiscal vear 1953 funds, and in fiscal year 1954 procurement is planned of materials 


to achieve about 15 percent restoration 


f) Railway communications Che central switchboard for the railway tele- 
phone system, located in Seoul, was destroyed and also the repair and asseml 
shop; 10,882 telephone poles ar« scayed or Camaged. It is planned to recon- 


struct the switchboard and repair shop in fiscal year 1954 and to procure 1,750 
telephone pe les 


gq) Railway power supply Fift ix percent of the railway electrical supply 
equipment was damaged. Twenty percent has been restored by the Army and 
with local materials, but further restoration of lighting of marshalling vards and 
power-supply lines to water pumps, ete., is necessary In fiscal year 1954 resto- 
ration of a further 10 pereent is planned 

h) Freight cars.—Short if freight cars is not only the most serious rail prob- 








lem at the present time, but is a very mportant tactor hampering economic re- 





covery There are presently 10,000 freight cars in service as against 11,431 before 
the war At least 15 percent are worn out and should be retired. Present traffie 
is averaging 40,000 cars and 1,200,000 tons of freight a month, 244 times more 
than prewar, and it is anticipate’ that this will increase 12 to 14 percent as the 
aid program develops After military requirements for cars have been met, in- 


sufficient cars remain to move even relief imports satisfactorily, and ordinary 
1 transportation. Six hund 


with fiscal year 1953 fund 515 Army, 100 


Korean proc ucts are almost entirely ¢ hie red and 


forty-five freight cars were pr 





CRIK, and 30 UNKRA) and are just beginning to reach Korea. The adccition 
f these cars will alleviate the situation, but will still be insufficient to handle 
traffic at the present level satisfactorily An additional 2,000 cars are necessary 


in fiscal year 1954 to enable the envisaged future increase in traffic to be carried. 
This is in addition to some 150 ears which it is expected can be reconstructed with 
cannibalized parts from almost destroyed cars 

(2 Passe ngel coaches Of 1,192 coaches in service before the war, only 554 
remain, and the majority of these are required exclusively for movement of mili- 
tary personnel. Conditions of Korean passenger travel are deplorable. It is 
planned to procure 150 coaches with fiscal year 1954 funds and a similar number 
in fiscal year 195 if budgetary limitations permit 

Y Locomotives The total of 548 locomotives now in service is acequate for 
present needs, providing spare parts are supplied to insure proper maintenance 
No purchase of locomotives is planned this year 


k) Spare parts The only spare parts for locomotives and rolling stock im- 
ported during or since the war were provided by the Army. On average, these 
amount to about $0.5 million per month. Supplies are urgently required for en- 
gine sheds not under military control and to supplement military supplies to back- 
shops Procurement abroad in fiseal year 1954 of supplies to a value of $2.2 mil- 


lion is planned. In the following year considerably more will be necessary plus 
the continuation of Army supplies as at present. 

(l) Backshop equipment.— Difficulties have been experienced in the proper main- 
tenance of locomotives and rolling stock due to lack of proper machine tools 
damaged by war. Machines to a value of $180,000 are under procurement with 
fiscal vear 1953 UNKRA funds which should greatly relieve this situation 

(m) Railway warehouses.— Out of a total of 500 warehouses with a total wall 
area of 150,000 square meters, 60 percent of the wall area was destroyed. It has 
only been possible with local materials to repair a small portion of the dam 
and no imported materials have so far been provided for the purpose. In fiscal 
year 1954 is is planned to procure abroad materials to repair 76 warehouses with 
a building area of 53,000 square meters. This will leave about 40 percent of the 
damage still to be repaired. 

(n) Railway extensions \s indicated above, the railway was planned and 
constructed by the Japanese, who gave paramount consideration to strategic 
aspects and ignored the economic exploitation of the territory. Thus, it is 
primarily designed to handle through traffic between the South and North and is 
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deficient in east-west communications and does not give access to areas of mineral 
wealth As part of the plans for industrial development with the ultimate 
object of making Korea self-supporting, it is essential that some extensions of the 
railway to coal areas should be started at once. It is planned in fiscal vear 1954 
to resume work (halted by the wer) on 3 extensions as follows: (1) Naesong to 
Cholam (50 miles) to connect the presently isolated Samechok railway with the 
main railway and to enable coal from the important mines in the vicinity of 
Cholam to be transported directly inland. The Samchok-Cholam area contains 
a cement factorv, a chemicel industry, the best lumber remaining in Korea, and 
vast deposits of high-grade anthracite coal and is capable of considerable industrial 
expansion, especially of its coal deposit It. is presently handicapped by the fact 
that its onlv outlet is through the small port of Mukho. (2) Songhek to Yongwol 
(22.7 miles) to Hambaik (an additional 16 miles) to give access to the important 
thermal powerplant at Yongwol and to high-grade coal fields at Hambaik. (3) 
Chomehon to Eunsong (15 miles) to give direct rail access to 3 high-grade coal 


mines 


Z Marine trans} ortation 


\ marine transport system requires suitable vessels and ports, with adequate 
terminal facilities, a marine aids-to-navigation svstem, and shipverds to service 


the vessels All of these are present in the ROK, but need rehabilitation, recon- 
struction, and in some cases expansion 
a) Merchant Marine-—The ROK merchant fleet consists of 4 oceangoing 





vessels, totaling 28,000 tons (gross) and 35 coastal vessels of 51,000 grosstons. Of 
the 35 coastal vessels, 12 are United States owned and on cherter to the ROK. 
Of the remainder, 13 are of militery design unsuitsble for commercial trade, and 5 
are unseaworthy and only in service due to the pressing need for bottoms. The 
fleet is large enough for future needs, and replacement over the next 2 veers of the 
unseaworthy and uneconomic?! vessels, with 8 commercial coastwise vessels of 
3,800 gross tons each for a total of 30,400 gross tons, will give the desired end 
result. 


In eddition, luggers (sail or semi-diesel powered wooden vessels of 150-ton 


capacity or less) perform ar important function in transporting commerce to the 
numerous small islands 2nd isolated coastal communities. At-present, the ROK 
has approximately 220 luggers over 50-ton cepecity. The luggers ere super- 
annuated and in various stages of unseaworthiness No new construction has 
been pe rformed since the liberstion and the fleet is graduallv deterioreting. 
Luggers cen and should be built in Kores, to replace : nd augment the existing fleet. 
Conservative needs are 300 over the next 3 vears The principal materials for the 


hulls an¢ e 

(b) Ports —The ROK has 10 main and 67 secondary harbors. In general, 
harbor facilities (except Pusan, Pohang, and Masan) suffered considerable damage 
during hostilities and all have suffered from lack of adequate maintenance since 
1942. In 1953 rehabilitation of Kunsan-Changhang Harbor was initiated. The 
most important harbors presently requiring rehabilitation are Mukho, Pohang, 
Mokpo, and Yosu. 

Very little dredging of harbors was done from 1941 through 1951 when the 
UNC initiated a limited dredging program. It is estimated that required deferred 
dredging amounts to 7 million eubic meters with an annual requirement of around 
1 million eubie meters. To accomplish this program, two ROK dredges have been 
repaired, a third is to be repaired, and a modern suction dredge is being built in 
Hawaii 

c) Shipyards.—The Korea Shipbuilding Corp., located in Pusan, is the only 
shipyard in the ROK capable of drydocking and repairing average size ocean- 
going vessels. The vard performs an important service in supporting the ROK 
merchant marine, saving substantial foreign exchange outlays. In addition, 
emergency repairs to UN vessels can be effected. The vard is also manufacturing 
marine Diesel engines direly needed in the ROK for fishing and cargo vessels. 
The vard has certain deficiencies presently hampering operations particularly the 
foundry and electric shop. 

(d) Small shipyards.—The ROK has approximately 100 small shipvards located 
along the sea coast. These yards perform an important function in providing 
repair and construction facilities for approximately 41,000 small wooden boats 
engaged in fishing and transpert operations. Dve to the war damage and inter- 
ruption of commerce, the yards have gradually deteriorated. Thirty of the best 
vards have been selected in accordance with geographical location for rehabilita- 
tion \ modest program for their rehabilitation will insure continued operation 
of the fishing and wooden cargo vessels. 


lengines must be imported 
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(e) Marine aids to navigation.—The ROK coastline due to numerous rocks, fog, 
and unpredictable currents, requires an extensive marine aids-to-navigation 
system to insure safe navigation for vessels of all nations. During hostilities, of 
276 aids, 164 were wholly or partially destroyed. Lack of aids has resulted in 
several vessel groundings with damages from $50,000 to $800,000 per vessel. 
Materials for rehabilitation in the amount of $250,000 are under procurement to 
initiate a 3-year program. 

(f) Port terminal facilities—Nearly all port Warehouses, outside the Pusan- 
Masan-Pohang perimeter, were damaged or destroyed during hostilities to the 
extent of 44 percent, or approximately 50 warehouses. Repairs and reconstruc- 
tion have been on a very limited scale due to lack of essential imperted materials. 
Temporary repairs with available material amounts to about six warehouses. 
Commodities such as grain, foodstuffs, cement and fertilizer must be stored in 
covered storage and great interference to current transport operations is being 
caused by the lack of warehouse accommodations. 

Cargo handling equipment was similarly damaged and destroyed. The Army 
has provided equipment at ports handling military traffic and assist the civilian 
operation to the limit of their ability. However, for civilian imports the provi- 
sion of at least 5 floating cranes and 12 shore cranes of various types and sizes 
is an immediate necessity to supplement military equipment at Pusan and Inchon 
and to provide facilities at entirely civilian ports. Material to repair such equip- 
ment as coal conveyors must also be procured abroad 

In fiscal year 1954 it is planned to procure (1) materials to rebuild 12 ware- 
houses at key ports; (2) 2 floating cranes and 8 shore cranes of various types and 
sizes; and (3) materials for repair of other handling equipment to a value of 
$300,000. 


> 


3. Road and urban transportation 


(a) Trucks.—Prior to hostilities the ROK had 14,000 vehicles of which 9,000 
were trucks. The total number has been reduced to 7,000, most of which area 
old and in a poor state of repair due to lack of spare parts and maintenance facili- 
ties, as Well as hard usage. Replacements and spare parts are urgently needed 
and will, in the main, have to be imported as Korean manufacturing capacity 1s 
very small. UNKRA purchased with fiscal year 1953 funds 600 trucks, which 
will be in service in the near future. It is planned to restore the fleet to approxi- 
mately its prewar size during fiscal vear 1954 and 1955 if budgetary limitations 
permit. In fiscal year 1954 it is hoped to purchase 1,500 vehicles, but funds may 
not be available to this extent. There is also a possibility that 5,000 Japanese 
commercial type trucks, in service with the ROK Army, will be available for 
the civil economy when and if they are replaced to the Army by military vehicles. 
These 5,000 trucks have had severe service and will probably produce only about 
2,000—2,500 serviceable vehicles. To maintain the existing fleet in operation, 





spare parts and tires are required to a value of $6.8 million as a minimum. In 
fiscal year 1954 it is expected that funds will be available to the extent of $5.1 
million with a possibility that the remaining $1.7 million may also be ava 


DP 





1LADle. 
oads.—A_ network of 9,540 miles of gravel, dirt, and unsurfaced roads 
covers the Republic of Korea. The only paved roads are the city streets of Seoul 
and Pusan; 6,250 miles of road are maintained from provincial funds and loca 
labor (provincial roads). The remainder from national funds (national roads 
Provincial roads are largely maintained by local farmers and laborers who are 
obliged to work 12 days a vear in lieu of partial payment of taxes. Entire families 
may be seen breaking up huge rocks to make aggregate. Approximately 70 
percent of the total length of roads is below the desirable minimum width of 18 
feet and is in need of major improveme! t generally. Road bridges suffered great 
damage during the war, both the enemy and the UNC carrying out demolition 
for tactical reasons. Out of a total of 5,816 bridges spanning 135 miles, 1,576 
(23.7 miles) were classified as destroyed and 30 percent were damaged. The 
cost of imported materials to effect repairs alone is estimated at $1°%.6 million. 
UNC and ROK Army Engineer Corps have repaired and maintained the 
supply routes important to the military. To date, 82 bridges have been per- 


i} 
») 








' tapas: ; re 
manently repaired and a further 519 temporarily repaired; the remaining 975 have 


been ignored causing great inconvenience during rainy periods 

Quite apart from the problem of damaged bridges up to 20-day isolation of 
many districts occurs during the flood season due to nonexistence of all-weather 
roads. To provide all-weather roads to correct this situation, it is estimated that 
an additional 1,126 bridges (22 miles) are required together with improvements 
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O€ til road The total 1 mber of bridges necessary, both new construction 
ind reconstruction, is estimated at 2,702 spanning 45.7 miles. 

(he difficulties of constructing and maintaining roads are great. There is a 
constant problem of drainage of roads built through mountainous terrain and 
lack of trees and vegetation growth along mountainsides has made conservation 
of water impossible, resulting in terrific runoff whenever it rains. Suitable 

riic 7) r VeT rt 


Phe ROK Government has instituted a 5-year program for repair and new con- 





f roads, calling for just over $30 million of imported materials and $34 
nillion for domestic materials, labor and other expenses Because of funding 
limitations, the program will have to start on a modest scale In fiscal year 1954 
it is planned to purchase abroad materials sufficient to repair 220 bridges (8.75 
les | addition, some 44 miles of road serving ports will be improved up to 
Korean main artery standard. It is assumed that the military will continue 
aintenance of roads important to their operations and the possibility of military 
assistance in repairing other roads inder investigation ; 
Streetcars rhe cities of Seoul and Pusan depend largely on streetcar 
systems for urban transportatior The system in Seoul was extensively damaged 
during the war, but has been repaired except for replacement of streetcars. Of a 
prewar total of 240 cars, 104 were destroyed. Ten second-hand cars were pro- 


cured abroad and by cannibalization of damaged cars, it has been possible to get 
4 total of 140 into service, leaving a deficit of 100 It is planned to restore the 
number of cars to the prewar level in 2 years In fiscal year 1954, 60 cars will be 


procured and the remainder in fiscal year 1955 




















ihe variou components ol a tra portation system are entirely interdependent. 

\ akness In one reacts on tl whol Thus, for example, it is useless rehabil- 
itatir ROK railway facilities to carry a given tonnage unless truck and cart 
apacity is available to distribute a similar tonnage between railhead and the 
{l-use1 it farmer acturer, or householder Similarly, improvements 
wrt-berthing faciliti illified unless handling facilities (cranes, con- 
evors, et are adequat 1! ire speedy discharge, covered storage for com- 
y which spoil in rain must be adequate if improved facilities for actual 
movement are to be fully and efficiently utilized. The rehabilitation and improve- 
of tt ROK transportatior vstem is planned on an overall basis taking all 

ich factors into account and with the realization that lack of adequate transport 
fa ties the greatest single fa ring econ *recovery In fiscal vear 
1953, with the very limited funds ay le, it was possible to do more than 
,00pt a program covering a V Dé c items which would take time to procure 
Fiscal vear 1954 is really the first vear in which a start of rehabilitation on an over- 
all basis can be made Most of the necessary materials and equipment must come 
from abroad and limitation of funds dictates a program of less 1 nitude this vear 
an could be accomplished were all the necessary equipment and materials avail- 
bl However, it is a prograr hich, if carried out in entirety, is calculated to 
enable imports under the expanded aid program to be distributed properly, an 
nereased volume of Korean products resulting from the aid program to be moved, 
and greater assistance in the support of the U. N. military forces to be given. An 





rate and efficient transportati system is a basic requisite to the ultimate 
a | 


ficiency of the ROK 
There follows a memorandum regarding distribution of aid supplies and the 





formation was recently requested by the 


ireight-car situation, as to which In 
) Memorandum regarding dist ition of aid s ipplies and the freiqght-car situation 
yr war has not reduced transportation requirements 


f the military nor is any material reduction foreseen in the future. Movement 
with military re- 





f aid supplies has at all times been given consideration along 








quirements and even when operational requirements required peak delivery of 
: inition and other criti ms, civilian supplies of considerable magnitude 
vere leliver 1 

b) The degree to which the aid program can be implemented depends @ great 
leal upon maximum utilization of existing transportation facilities. This re- 
quires an integrated um of transportation requirements of all claimants 





( 
military, relief and ai pplies, and the local civilian economy This procedure 
is currently in effect and transportation facilities are allocated on a monthly basis 


at monthly programing conferences 
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Allocations of cars to the various users are mace by headquarters KCOMZ 
9 300 car produce on the average 1,200 cars for loac ig ever day wi ! 
been allocated as follows: 
e ; Octobe ( nt 
1 x 
Emergencies (e. g f tion ; 
A pplic { 
ROK Army ) 
KCA¢ i 4 ( i 
Min f insportation l { I ove core 
l , t ‘ is 
1 I | ROK 
G nme} 
] I 2 } é t coa 
lot 1 m1 


d) The following is a summary of the incoming tonnages of UNKRA and 
CRIK supplies expected to arrive at Korean ports during the period October 
1953 to March 1954: 


: ‘ 
TINT] I aot W ist 

{ KRA CRIK I al ne ilad 

t I 
O ber ) 44, A 49, 20 13, 400 20, OO 
N ' 83, 2 20, 00 
D mise 3 ( ' ) r 26, 7 a OOD 
M 1954 21. 2K gg 0. 10 y 
I il ] 5. 20K 14 " 
To this must be added 61.000 tons of FOA items nov nder procure v4 } } 
it is estimated will arrive during the 6-month period The real effect of t ex- 

panded-aid program will not be felt until after this 6-month period 

lhe requirement for rail movement over the 6 months is an average of 132,000 
tons each month Under present conditions the Army has guaranteed minimum 
movement of 100,000 short tons for the first 3 months and 110,000 tons for the 
remainder of the period. Strenuous efforts are being made by all concerned to 


improve turnaround time of cars and to repair 
deficiency. 





e) Distribution in Korea is a very difficult problem in view of the lacl f 
freight cars, covered storage facilities, and handling equipment. The ROK trans- 
portation system was very severely damaged during hostilities and it m 


borne in mind that apart from the supplies and equipment provided from militar 





funds to rehabilitate and maintain the basic facilities of that portion of the ra 
way important from a military standpoint, only very limited funds, comparative 
have been available for its repair. Fiscal vear 1954 is really the first vear in whic 
funds will be available to initiate a program for the overall rehabilitation of tra 
portation facilities and equipment {s the program develops, the distribut of 
aid supplies will be facilitated but the situation will remain critical until such a 
time as military requirements decrease. 

f) The present total of effective freight cars the pool for general allocatic 
is 9,300 A full statement of existing rolling stock is given as table 1, at the end 


of this memorandum In addition 645 cars are under procurement with fisca 
vear 1953 funds (515 Army, 100 CRIK, 30 UNKRA) approximately 70 of whi 
have recently arrived and at | 
31, 1954. -These new cars will do little more than substitute for nonrepairabl 
cars Which will go out of service between now and January 1954 At the present 
time 935 cars are being repaired or awaiting repairs 








least 615 are expected to be in service bv Januar’ 
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g) It is not possible to predict changes in freight-car allocations until the out- 
come of the armistice negotiations is known 
h) Distribution of aid goods has suffered to a minor extent compared with the 
effect which the shortage of rail cars has had on the ordinary civilian users of rail 
transportation. This point is brought out from the fact that in September 1953 
al of 14,584 cars requested for the movement of Korean products only 
l provided (see table 2 for a more detailed statement). Included 
in the request is the accumulated traffic from previous months but the effect is 








that some 360,000 tons of civilian traffic is being denied transportation. The 
foregoing figures, provided by the Ministry of Transportation, may exaggerate the 
posit slightly but they are reliable enough to indicate that the economy is being 
very seriously affected. The situation as regarding Korean coal can be reliably 

ated and is illustrative of the overall position In September 33,000 tons of 
September production could not be moved away from the mines; this is in addition 
to ver arge stockpiles accumulated at mines from previous months (see table 
3 for a more detailed statement Coal is very urgently required by industry 
and for household use Plans to increase coal production have been postponed 


because of the lack of transport facilities 
Over the last 4 months total traffic carried by rail has averaged 1,262,000 


tons per montl Details are given in table 4, at the end of this memorandum. 
TABLE ] Rollir tocl on Se 9 
VR ECA CRIK lotal 
4 7 648 it 4, 231 
; A”) 92. 859 
x US OSS 
, 2 


I ( 279 
Re ( 179 
Hye 10) 
Mor ( 15 
H ” f ( ” 
Ba ( 22 
} g nO 13 0 63 
Mail ) ) a 
B 18 0 18 
if) 39 
{ ( 304 
i 0 4 
5 l 0 11 
3 
VI s ( 8 
M { ) 7 
B ( 60 HO 
vg 17 ) 17 
&. 61 2 2 x”) 0, 445 
9, 730 
601 
114 
10, 445 

xcluc } I t ) t I 24 other cars 


Tat 2 ( lian traf Vinist of Transportation freight-car requirement 
against allocation month of September 1953 
Car Cars Deficit of 
requested allocated cars 
Aty 104 1, 254 7,850 
v eat 480 970 4, 510 
14, 584 2, 224 12, 360 
} 1) “Ci ian’’ traffic for this purpose consists of Korean products together with relief supplies, 
‘ h sed to Koreans 1 imports purchased directly by the ROK Government; (2) the 
i 3 ! oul t be met mea effect that 360,000 tons of traffic is being denied trans- 
OO te x) cars W juired to move 360,000 tons over a mont! i (3) the statement 





ide traffic in less than carload lot rhe volume of this traffic is also considerable. 
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PaBLe 3.—Statement of shortage of rail cars in connection with movement of Korean 
coal (prepared by Ministry of Commerce and Industry) (includes Samchok area 











Required to be moved Performance (daily 
each d iy (average iverage Backlo 
1953 tons per 
( illo Tons day 
es Cars ars ] lor 
cated moved 
April 2. 000 68 5 1. 100 mo 
May 2, 200 7 47 1, 400 R00 
June 2, 400 80) 3 1, 600 800 
July 2 700 90 54 O00 ] () 
August 2, 800 90 5 1. 600 9 
September 3, 101 100 6E 2 000 1, 100 
TABLE 4 Traffic carried by Korean Naticnal R pay 
Metric ! 
May 1953 J ) J ) \ 
T ‘\ t & R58 49 TAS & 
ROK Arm 9 8 7, ] s li 
Imports (KC AC 738 104, 449 89. 513 1g 
KNI 81, 337 60. 163 84° 37] 849 
Internal 116, 948 100, && 65, 218 ( 
Lota ‘a 12 921 1, 221 1,1 138 4 
e: Prepared by ROK Ministry of nsporta 1 
PUBLIC HEALTH 
Che work accomplished in the rehabilitation and reconstruction of ROK medi 
and public-health facilitic since 1951 has be at best on a “‘stopgap’’ basis 
Funds had not been available to provice more than t minimum esse! | needs 
for such installations. Those hospitals and dispensaries which have had repai 
vork Cone ane have received a certain amount of mecical equipment and supplies 
are still not up to efficient operating levels. Many mecical facilities have had to be 
temporarily established in builcings which were originally occupied by scho vr 
by other civilian or governmental agencies since the original meCical structure 
had been « ier gutted or complete! lestroved mach winter since 1951, small 
amounts of buil¢cing materials have been mace available to winterize thes 


temporary facilities. 
Che first major effort at any si 


nificant planned rehabilitation began this year 





when $430,000 of construction mate were specifically programed for com 
93 hospitals, 5 Cispensaries, and 150 other medical faciliti nelucing leprosaria 
t ven this amount has done ittle more than rais the facilities of these m« ical 
installations to barely minimum essential leve or operatio! Che estimated 
otal value of the terials so ll rehabilitat ical a pubdli | ulth 
facilities since 1951 ot ineclucit the actual cost of meCical supplies an ther 
consumer items) has amounted to approximately $6 million These materials 
were mainly procured from United States Army surplus stocks and, ji n 

cases, were items which would have been either condemned or posed of r 
normal circumstances Che most ritical shortag now existing in Korean health 
and hospital facilities are mecical and administrative vehicles, which are virtually 


nonexistent, and certain supplies and equipment for hospital administrative work 


lL. ¢ typewriters, desks, offic supplies, and the like 

The work of restoring sanitation faciliti in Korea has been fraught with 
similar Cifficulties. In the early part of 1950, before the Communist invasion, 
there were 53 water plants operating in the ROK proc.ucing some 300,000 metric 


} t 


mus of water. Before the end of that year, 60 percent of the facilities in these 
plants had been either Camaged or destroyed. All of the water plants were virtu- 
ally put out of operation with the exception of the system in Pusan which provided 
30,000 metric tons of water a Cay, the only water system output in the ROK until 
the end of 1951. Since that time, approximately $2 million has been spent 


water-plant rehabilitation in Korea. All of the water plants have now been 
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T iT ‘to operation a are now proviel tbout 140,000 metric tons of water 
( ! pally in the larger cities of Korea, for approximately 15 percent of th: 
ROK wm , ' I estimated that the minimum neecs for the citv populatio 
ol OK tocay are t! | of 600,000 metric tons a cay A total o 
$5,209,222 peen s&s t for sanitation rehabilitatio nelucing water plants 
T ' ) a) 

[mp e resu lave been 1 p in the field of me il relief, Over the 
? > I 100 CRIK pport hospitals have gi n over 5,500,000 patient 

i f Since the establ of 500 relief ispensaries in 1952, some 
] trea ve hee! 

f ( Oo bye I ug cer control Sor 31 million smallpox 
’ f Sl i ur 1951 ha ce smallp from 36,000 cases 
u 5S O00 ce | »1 to 3,000 cases with 500 Ceaths in 1953 \pproximatel 
281 typhus im izations, p 25 million dustings with DDT over a 2-vear 
} ave T iced. typhus tre 33,000 cases in 1951 with 2,500 deaths, to 400 
‘ ‘ x0) i 5 1953 ’ isterl f 27 million tvphoid immuniza 
t t ether wit! tensive progral on health ecueatio Al roo” anc water 
sa i have recuced 1 } f 75.600 cases with alrme GQ O00 deaths 

} O00 cases SU year 

Ue PIO. 

Hea ( ina yspect educa ) ¢ ( the Republi i Korea 
rred as a rt e ( f , 1950 | is part rly 
true e educational p seh I dings ed t ter troops, were 
especia gled t as targe During t winte d ceupving 
these bu 1 gz sea dest Chall wallboard Window tral et for firewood 
S e 64 pr ent of a assrot were t either destroved or damaged, or have 
he liverted to other ‘ 80 percent of the instructional equipment was lost 
In add n, teachers wet ade a primary target by the Communists, resulting 

eae het fayas June ] J Q51 of 3S percent of the ementary school 
teaching staff, 20 percent the secondary 11 percent of the ormal school, at 
( rou pe ( I ert el ff 

\ tance correct g ft tuatio was started q I I KCA( vniecl 
Ss 1 mber and ) er mat rial ior t e reco Il l of 1,000 classroom 
throug relie activitle I I lespread } Vas g to bot parelits and 

During 1952 and 1953 UNKRA has pplied almost $8,500,000 mort 
for ed a hn proyects Ir {i are materials for the repair of 1,000 assrooms 
t ( Str oO! f 1,200 add nal ones of semipermanent type, and 1,300 of a 
pel ty} | oO the ( | hared Te ( paper I bee WNpor 1 
ior ¢ t DOO! é book-printing wit t ‘ ruct 
| ree ired tho | 1 ! i lage re iers tor the ( ernim 
a impaig ‘ ed ough Ja 53, and a ree of 
fo! guage t and 1 e | ( echnical a rot nal people 

: ‘ t At ft mea pi am ot tea er tra ng Was started 

1952 [t } g CAI oug! | Americ educati MUISSIO origil 

( ! l r » ( 5 e De b. § onsored direct 
by UNKRA 

I f eid of technica at re ul at oO prarie ( te a 
ce lmost complete a rehabilitation of ories is well under- 
\ Special projects have a ‘ lertake e field of agriculture and 
] cat and technical advik has bee g bo throug KCA( 
é U} KRA, ( ocal, pre ( i l 1t1oOna y! ( atl I siters 


The ROK fishing industr IS S€ ond only to agriculture in providing food tor 
the nation, a uunting for about So. percent of the ar al protein consumption 


of the Korean peopl It is in ad yn a major source of foreign exchange (exports 





sed vy 1 to August 31, 1953, show a value of $3,254,000), for the aequi- 
sition abroad of grains and fertilizer, and of essential equipment and materials 
In 1945, due largely to the loss of Japanese technicians, managers, and fishing 





craft, production dropped to a low of 202,000 metric tons, as ag ist & previous 
o-vear average of 349,000 metric tons Through the efforts of the Koreans them- 
selves, of the United States Military Government and later the ECA, production 
gradually rose again until by 1947 it approached 300,000 metric tons, with ar 


annual average of 296,400 metric tons for the 3 years 1947—49. 
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he outbreak of w in 1950 saw the industry hit hard: much fishing gear and 
eq uipme was lost, a8 Was approximately 10 percent of the fishing fleet, over and 
bevond nor deterioration. Produce ion for that vear fell to 219,000 metric tons 
The ca i 1952 was good, however, and 276,900 metric tons were produced, 
In 1952 the figure was 267,500 metric tons. Indicated for 1953 is a total production 
or approximately 275,000 metric tons \ leveling off at this figure 17 million 
pounds below the 1947—49 average) has occurred, due to inadequate supplies and 
atel 
Various surveys, among others | ECA and more re { by the FAO/UNKRA 
Agricultural Mi yn, Show a prod i requirement of 400,000 to 450,000 metri 
ons to eet both home needs and export pla ) Ss ba i i ul det t 
ol e 125,000 metric tons now ¢ Cond ms are at for this added 
ave offshore fishing wi ‘ ‘ I Fishing « it urine Lr wd 
ope re \ imported for ¢ al ( or the in ry \ 4 
OI Vesst eriais [or rope L1KiINng OF 1CE i repall 
ind upkeep of Hoats and ! i i fa ota ; 5 lio e re ed 
Such importatio as | in { CRIK in 1952 ‘ cottol ur rope fiber 1 
e machinery and nical Ver : | CRIK boa f 30 to 
0) gros ons ¢ ‘ } in operati i he { of that year and UNKRA 
der a pl ra mtributed 160 to ot 1] 
r d wa d he UNKRA i 3 progr h 51,900,000 
ed for fis is of Septemb« 953 ! h the p 
i i free | 1 1 the pre 
1 a , or ( of 1 and uit 1 { 
re ( ela h spoilage of fi 1 Substa ‘ f 
rol f la bro together 13,000 cases of \ ror ; 
re of r f 0d O hundr 1 ‘ 
ind p oft ¢ oO fi ets re oO } a 1 A 
Am ca Dult i poat a i at the ¢ 1of A i S 1s be 1 
rated to the Korean fishin: wid expecté ut p ed i 3 
be orporated in fu ‘7 onstr 1 fishing craft. 
| j , f . 
] ly . : 7 
1s j I ( t ( ( 
| 
! I 1 Jol I 
| | 
} 1 / 
1-0 : ' 
} ’ 162 O00 me ( ‘ ‘ 
‘OAC 70 On 
Pecogni | I 1 4 Ot 
i 953 program for ¢ | 
i ¢ C I j | \ 4 ecip 1u¢ 
I ( 
S ; i n 7 | } ; 
, r) ntie} { ! ro 1 throug Lhe 
1) H ( ( | i f - r" 
e tor ( Ke 
A\ bel rl D Hs ( i 1 r ix 
( » Ww i ( ¢ or ‘ é \ 
I It ( ed ( ) ) a 
\J l Produce i Tile I } a l 
we ‘ Pro f ! )] rs ¢ OW 
He owing rehabil ce uN I 1 demand 
\ ! Vill f ke ( I e} 
her 
R it g equipment irtac cl ! bbl 30 rallr 1 \ s 
12 e now ler procureme 
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Extreme pressure on South Korean forests has resulted in a serious stiuation 
arising, whereb the are now being cut off approximatel three times faster 
than replaced by annual growt! Various survevs (ECA, KCAC, UNKRPA) have 


dicated large quantities of good grade peat available as a substitute for firewood. 





To assist in essential conservation, production of this peat is imperetive, and in 
its fiseal vear 1953 program UNKRA. budgeted $270,000 for the importation of 
( iipment and supplies not available 1 Korea, such as peat MIXING al d briquet- 

g machine rucks cale and building meterials for storage warehouses. 
Two peat experts were also recruited from Denmark. Operations are now under 
wav under their supervision in peet fields located in 3 South Korean provinces 


using 8 peat mixers brought into Korea during 1953 under the CRIK progran 
Wagon scales, proc. the United States, are scheduled for arrival in October 
and six presses and digging tools purchased in Denmark are expected to arrive 
in November Twelve trucks have also been ordered in the United Kingdom. 
Production, which in 1952 totaled 80,677 metric tons, is being maintained and is 
expected to be increased substantially in 1954 with the use of the new equipment. 





2. Metal mining 


The potential output of mining products in Korea, based on existing mining de- 
velopment and estimates of positive and probable reserves, indicates achievement, 
within a reasonable period of time, of a level of mineral exports in the magnitude 
of $40 million to $50 million. Rich deposits of gold, graphite, and tungsten are 
known and minerals of lesser importance such as lead, copper, zinc, bismuth, and 
manganese are in sufficient quantity to warrant attention. In actuality the 
ground has only been scratched in South Korea, and the full extent of the Repub- 
lic’s mineral wealth cannot yet be gaged. Possibilities for further discoveries 
of rich and extensive deposits are such, however, that a major program of explora- 
tion, survey, and drilling is called for. 

Development is dependent on ascertainment of the commercial value of many 
of the mines in existence, and upon a search for and discovery of new mineral 
sources. Proper evaluation of these finds, an absolute essential, requires tha 
ysis of thousands of samples for which an assay and ore-dressing laboratory 
is a prerequisite With this in view, UNKRA, in agreement with the ROK 
Government and the UNC, budgeted $130,000 in its fiscal year 1953 program for 
the building and equipping of such a laboratory. Required apparatus and 
associated equipment were procured and have arrived in Korea and construction 
work on the laboratory building itself is underway at Taejon, some 90 miles 
south of Seoul. Expectations are that it will be ready and in operation by the 
end of 1953. The laboratory will be under the supervision of an international 
staff until such time as training of Koreans qualified to take over is completed. 

rhe necessity for improvement among Koreans of techniques employed in 
metal mining has been recognized. Establishment of a school metal mine, with 
metal-mining operations organized within the framework of normal financial and 
operating conditions, following existing rules and regulations applicable to any 
other privately owned mine, has been agreed upon. The school, being set up at 
a government-owned gold mine, will be used as a training center for all classes 
of mining employees. $500,000 has been budgeted and mining and milling equip- 
ment, necessary to complete surface installation, for underground operations, and 
for the milling of 50 tons of gold ore a day, are now under procurement in the 
United States. (Training of Korean technicians to set up and operate smaller 
local assay laboratories, and the offering of an opportunity for practical training 
for graduates of Korean technical colleges, where facilities are not now available, 
will also be provided at Taejor 

Direct assistance, in addition to technical advice, is being given the mining 
industry through a rotating mining loan dollar fund of $200,000 plus an additional 
fund of HW25 million. Many small privately owned mining enterprises are now 
handicapped due to a lack of operating capital, which this loan fund is intended to 
correct Loans will be made only after a thorough examination of the mine itself, 
production possibilities, ete., by the UNKRA mining staff. A decision as to 
whom loans will be made will be dependent entirely upon maximum production 
possibilities plus the length of time for which a loan is required. A committee for 
this purpose, composed of representatives of the ROK Government, UNKRA 
and the Bank of Korea, has been set up and the fund is expected to be in operation 
by the end of October. 

A considerable number of known placer mineral deposits exist in South Korea. 
Various surveys by ECA, UNKRA, and KCAC have indicated sufficiently good 
grade and large enough deposits to justify additional examinations into their 
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commercial value, and to establish the practicability of further operations. 
Furthermore, a good sized placer deposit can be put into full-scale operation much 
faster than a comparable sized hard rock mine and with greater assurance of end 
results. UNKRA has allocated $200,000 for procurement of equipment, tools, 
and supplies for a drilling survey of three gold and heavy sand placer deposits. 
The materials required have reached Korea and active drilling has started at one 
site. All such drilling will be on privately owned placers. If as expected they are 
found to be commercially profitable, equipment for further operation will be 
supplied. Repayment for such equipment, etce., will be made to UNKRA by 
the placer owner following the establishment of the mine on a satisfactory basis. 


POWER DEVELOPMENT 


Power is one of the major keys to the reconstruction of the Republic of Korea. 


Large quantities are needed in the production of cement, for irrigation systems 
and general reconstruction work; and to provide fertilizers, essential in an agricul- 
turaleconomy. Also it will be a factor limiting manufacturing activities and plans 


for further industrialization. 

Korea formerly had a well developed, interconnected generation and transmis- 
sion system; however, two-thirds of all electric power used in South Korea was 
supplied from the North. In 1947, out of a total of approximately 95,000 kilo- 
watts, only some 30,000 kilowatts were generated below the 38th parallel 

In 1948, power from the North was cut off completely. To alleviate the crisis 
occasioned, power barges were put to use by the United States Military Govern- 
ment. Through a maximum employment of all power facilities available, 65,000 
kilowatts were produced in 1949 of which about 10,000 likowatts were generated 
by barge. 

The destruction and equipment deterioration that resulted from the invasion 
of 1950 caused a major reliance once more on barge-produced power. In 1951 it 
was about 56 percent; in 1952, 36 percent of the total. In the latter year, total 
power production exceeded the 1949 figure, but at a high cost, approximately $3 
million being required for barge operation during that year 





anuary through August 1953 saw a reduction in barge use to 25 percent of the 
total output. Power producti n was greater than for the previous ycal tl 
increase wholly attributable to hydro output, which showed a large gain because 


1 
of the rehabilitation of one turbogenerator at Hwachon Reservoir (north of 38th 
parallel) during the latter part of 1952, and due to the abundant rainfall in the 





spring and summer. Steam output, however, dropped considerably owi lat ly 
to a shortage of coal deliveries, the latter being curtailed as a result of the Korean 
power company being heavily in debt to the quasigovernmental mining company, 
which in turn was behind in me Ing payvroils 
Preliminary surveys indicate a demand for power of 225,000 kilowatts Q58 

59. At present, 90,000 kilowatts are available. This is expected to rise to 150,000 
kilowatts in approximately 2 years through the repair of bombed-out generating 
plants, substations, and transmission lines. Production of the added 60,000 kilo- 
watts will be approximately 50 percent by hydro and 50 percent by thermal gen- 
eration. Barges will continue in use during this period but are expected to phase 
out thereafter. Following the completion of a projected 5-year power-develop- 
ment period, generation will reach the 225,000-kilowatt total. At that time the 


ratio of production will be approximately 2 hydro to 1 thermal. 


Rehabilitation and further expansion of power-generating facilities and n 
mission and distribution lines is currently being undertaken by UNKRA in 
conjunction with the UNC. Primarily for security reasons, operational responsi- 
bility for the UNKRA fiscal year 1953 program has been assumed by the latter 
and UNKRA has transferred $3,604,740 for this purpose. With this sum the 
UNC is to procure machinery and supplies to repair 550 miles of transmission 








and distribution lines, as well as equipment such as boilers, turbines, and gen- 
erators Procurement action has already been started on small items, v . 
meters, bushings, ete.; specifications for major ones are under preparat 
and it is anticipated that selection of a civilian contractor to supervise the rehab 


itation work will be made before the end of October. 
An immediate extension of the local power system on Cheju Do has also been 


jointly planned by the Republic of Korea Government and UNKRA Proecur 
ment has been initiated for generating units totaling 1,200 kilowatts, to be installed 
together with related distribution lines and equipment in the 4 main towns of 


the island. 
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special heavy duty briquetting presses with spare parts and electrical contro! 
equipment hese are scheduled for arrival in Korea approximately Novem- 
ber 1953 
Pape ] duction 
Increased demands for newsprint, banknotes, textbooks, bags, and utilitv paper 
are continuing, requiring a corresponding and costly import of finished papet 
product Production which had reached 8,400 metric tor in 1949 dropped in 
1950—51 to 4,100 metric tons In 1952 this figure was raised to | Kimately 
11,000 metric tons but still is far below requirements, As an essential mea 
in remedving this situation UNKRA procuring and importing int horea 
equipment, parts l snd constructlo materiais lor eha 
n of three Sou Korea yper plants, as agreed upon w the Re b 
1 Grover Irie { | j pine Tor of these iT ‘ ind He {el ed 
ement for the other 2 lerwa 
Wire piant 
As a result of the recent conflict near all wire-communication facilities existing 
prior to the war were destroyed or badly damaged lactories producing wit 
i e or reconustructio1 i those tacilitie were damaged 
i Y ar how i e to met on i sma percentage of 
ym ¢ oth cotton- and rubber-covered insulated wire is 
n the re LD) i ) ot this essentia qaustry UNKRA 
materials, mac I ind dies to two principa ( 
Wire plants turning out nails were also hard hit, production falling fy 1949 
high of approximately 2,500 metric tons to 640 metric tons in 195] Although 
production in 1952 was increased to 1,625 metric tons, this fa far short of re re- 
ments for reconstruction and rehabilitation projects Sott steel billets for se« 
plants turning out wire r for processing to rails have hee nt ed by 
UNKRA Current they are i peration preparing material required for fina 
processing by a group of 15 nail plant 
Fa ool 7 a? 
Che farm-tool industry considered to be one of the n { nportant i 
ight industries | sting plants are adiv in need of repair. the recent conf t 
having taken a toll both in machinery and the amount of space that can be 
utilized for manufacture Rehabilitation is essential, expecial in a primarily 
agricultural economy, and $400,000 has been budgeted by UNKRA for the 
pror ' ent of macl eY emul shed mate ais i 1 re red ce ru¢ 
items Deliver W he to 12 sma farm-tool tactori the agreed rm end 
users An additional $690,000 has been budgeted I e importat raw 
and s \ifinished materials for farm-to: na fact ! \ total of 2.000 tons 
of pig i and ball bearings ber, su ter as st bars, drilling, weld 
al | poring machine ire under pros ement or uve arr in Korea 
Textile production 
Severe losses were suffered by the textile industry following the outbreak of 
hostilities in June 1950, mar plants and much equipment being either com] v 
destroved or seriousiv damaged Some reha ita of mbe t 
machinery has been successfully carried out thre sty tself Sire s is 
not sufficient, however, to me ( Cre ast iema sf cotton good ( 


domestic market, in agreement with the Republic of Korea Government, UNKRA 





decided to rehabilitate three of South Korea’s most important cotton mills. 
$2,600,000 were budgeted for this project Some 55,440 spindles have been 
purchased and delivery is expected during November—January These sy es 


will be added to 150,000 now in place and others being obtained by the Republie 


of Korea Government through use of its foreign exchange. 
Cement 


production 





The cement industry will be called upon for a major share in the reconstruction 
of South Korea Rehabilitation of facilities, which ifered considcral dam- 
age and deterioration during the recent conflict, is imperative Althe - 
duction in 1952 had been increased from a low of 7,300 metric tons in 1951 t 5 
metric tons, this amount falls fa hort of requirements. Th im of $1,730,000 


! 
was accordingly allotted by UNKRA from its fiscal year 1953 program for 


the rehabilitation of one of the major cement producers and for the construe 
tion of additional cement production facilities An increase of approximately 
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130,000 metric tons a year is expected to result. Steel construction materials, 
galvanized iron, ete., are scheduled for arrival in October-November. Acces- 
sories for a generating unit and a fuel storage and transfer system are, in addi- 
tion, under procurement. 


FP. Zer plant 


Present requirements for chemical fertilizer for the Republic of Korea are now 
in the nature of 600,000 to 700,000 metric tons per year. There is an almost com- 
plete lack of local production necessitating a vary considerable outlay of foreign 
exchange. The services of a United States engineering firm have been engaged 


to determine means to meet these needs and to develop a plan for increased 
7 





output engineers from the corporation have already completed a field survey 
of potential plant sites. 
Fla gias production 


Large quantities of glass are required for reconstruction and rehabilitation work 
in South Korea. Local production, for which required raw materials are avail- 
able, would result in a very considerable saving in foreign exchange. $1 million 
has been budgeted by UNKRA to determine flat-glass production requirements, 
and for the design and construction of a flat-glass plant. Surveys have already 
been completed and general greement reached on a plant to produce approxi- 
mately 12 million square feet of flat glass annually. 

Small industries loan fund 

In agreement with the ROK Government, UNKRA reached a decision that 
the rehabiliation and modernization of many small privately owned businesses 
could best be brought about through the ganting of loans for working capital, 
for the procurement of raw materials and equipment, and for installation costs. 
A rotating dollar loan fund of $1,500,000 and a fund of HW230 million for this 
purpose have been established. Loans, which are not to exceed $25,000 or 
H W 4,500,000 are currently being processed by a loan board composed of repre- 
sentatives of the ROK Government, the Bank of Korea and UNKRA. 


HOUSING 


The present backlog of houses in the Republic of Korea required to replace 
those destroyed in the recent conflict, or delayed in building because of that 
conflict, to care for refugees, replace houses lost by fire, and to meet the normal 
increment in population, is now approximately 1 million. Some 5 million persons 
in addition are living in shacks, makeshift shelters, and derelict buildings. Emer- 
gency housing for many of the above had been supplied during the past 3 years 
through KCAC, which has imported and distributed substantial quantities of 
building materials. 

Though some improvement in economic conditions has been evident in 1953, 
construction materials remain in short supply. The production of cement in the 
ROK is far below present needs; little lumber is available for house construction; 
and the manufacture of bricks, tiles, ete., is hampered by a lack of fuel and trans- 
port. Under such conditions it is felt that important economies can be made 
in the use of local building materials through certain structural redesigns of 
houses, e. g., the use of rammed earth, or of stabilized earth blocks to replace 
the present mud walls, thereby substantially eliminating considerable quantities 
of lumber now necessary in wall framing. With this in view and to assist the 
ROK Government in developing a sound and practical long-range national 
housing program through research and experimental projects, UNKRA has 
undertaken the importation of landecrete machines from South Africa for the fabri- 
cation of stabilized soil blocks. One hundred such machines have been purchased 
Fifty-four have arrived in Korea and the remaining 46 are scheduled for felivery 
in November. Koreans are currently being trained in their use both by UNKRA 
and by an expert from the South African manufacturer. 

In July, in cooperation with the Ministry of Social Affairs, sites for demon- 
stration buildings were selected in Pusan, and 1 rural and 3 city-type Korean houses 
were completed. Twenty housing technicians from the provincial governments 
received training at the same time. An overall program for 5,500 permanent 
dwelling houses has now been drawn up and a plan for their location worked out 
by the ministry. At present, due to the housing situation in the Seoul area, 
2.500 units are scheduled for the capital. However, because of weather conditions 
which normally stop construction operations in December, a maximum of 1,000 
of these only is expected to be completed during the current building year. 





, 


we 


we 
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However, during the winter months operation can be continued in the southern 
provinces and at present plans for activities there sre being worked out by the 
ministry. 

Production in Seoul of soil blocks for the 1,000 units there is under way and 
additionally required building materials, i. e. glass, lumber, cement, and plywood 
for 100 of the houses is currently being delivered to the building sites. The 
balance for the remaining 900 units is scheduled for delivery prior to the end of 
October. 

VOCATIONAL EDUCATION 


Vocational education today especially holds a particularly important position 
in the Republie of Korea. The economic level of the country has always required 
work to begin at a relatively early age and training in a trade permitted the in- 
dividual to become a useful earner much sooner than would normally have been 
the case The tremendous damage and destruction caused by the invasion of 
1950 (in which also an estimated 8) pereen ent 
and facilities were destroyed) has placed 2 further call on vocational workers, for 
the rebuilding of homes and culturs! institutions, the rehabilitation of war-dam- 


aged industries, and for the construction of new ones needed to meet consumer 





reent of vocational and technical eauiy 





ae! as. 
Partly because of a lack of quipment and partly due to teaching techniques, 
vocational training is far from satisfactor’ Improvement is one of the present 


most urgent needs. Considerable effective training, however, is being carried on 


by the Korean Army with the help of the United States Korean Military Advisory 
Group (KMAG) and to a lesser extent by the ROK Navy and Air Force rhis 
consists of automobile driving and repair, use of heavy engineering equipment, 


‘lephone and telegraph repair, business and personnel administration, and stenog- 
raphy. Specialized courses being conducted by the ROK Ministry ef Transporta- 
tion and Communications for ministry personnel are also effective. 

In restoring and expanding facilities eid is being given by UNICRA through the 
rehabilitation and reecuipping of the Pusan Technical High School and the Taejor 


} ngineering High School, both of which ere bein 





g established as vocational tr - 
ing centers, where instruction will be given in electrical, mechanical and civil engi- 
neering, and in drefting andar chitecture Minimum basic equipment tools, ma- 
chines, ete has also been supplied to ROK prisons for the training of inmates in 
woodworking, shoemaking, and as locksmiths, tinsmiths, and tailors An acad- 
emy for the training of personnel for the merchant marine is also projected In 


all, from its fiscal vear 1953 education program,U NKR A. has budgeted $750,000 
for the vocational field. This assistance is being scheduled in sue} 
the preper number of vocationally trained persons will be available at the proper 
time. 


1 a fashion that 


PURLIC ADMINISTRATION 


The management and operation of ROK Government services is characterized 
by the following weaknesses: 

(a) Shortage of competent administrative and technical personnel, due to 
monopoly of all positions of authority by the Japanese during their occupation. 
This problem was alleviated somewhat, with United States assistance, between 
1945 and 1950. However, the war has resulted in the loss of many trained per- 
sonnel. 

(b) Extremely low salaries, coupled with inflation, have kept quality of Govern- 
ment personnel low and have encouraged a resort to quasi-legitimate, and in many 
cases illegal, activities on the part of the employees in order to earn a livelihood. 

(c) Proliferation of governmental activity and control throughout many fields 
of activity that could be more effectively carried on by private enterprise, such as 
trading companies, manufacturing industries, and mining. 

(d) Excessive turnover among Ministers and Vice Ministers, which causes a 
continuing instability at the top levels of the Government 

(e) Due to a combination of the foregoing, and other factors, a lower standard 
of publie ethics and sense of responsibility to the taxpayers than we have been 
accustomed to in western countries. It is recognized that this condition is more 
or less prevalent in a good many middle and far eastern countries. 

Over the past 5 years, through the ECA program (1949-51) and the CRIK 
and UNKRA programs from 1951 to the present, efforts have been made to im- 
prove the quality of public administration in Korea. Those endeavors are now 
being intensified and will be directed to three general areas: (a) continuing effort 
to persuade the ROK Government to entrust a greater degree of industrial and 
commercial activity to private enterprise; (b) assistance at the ministry level to 
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improve the efficiency of operations (« g improve ment of crop and livestock 
reporting in the Ministry of Agriculture and assistance in improving the 
aualit ot fir cial, budget gy, a 1 banking practices 
Ni D gran contemplated during fiscal vear 1954 with respect to the so-called 
central services—i. « i rvice administration, organization and management 
and central administrative se ces Chese are refined areas of public administra- 
tir ind t principle o \ b g betore running is pertinent in this connection 
Wit ; a . | ser ' ljustment of governmental salary and wage 
g( to 1 ¢ ragement to inflation, i eing planned bv the ROK 
( é t By ging these pa scal more I rly nto line with the cost of 
l g and prevailing sca private industry should result in an increased level 
of « ev and improved level of publie ethies, due to a les ing of the neces- 
sit ra sha practi rder to attair iving wage 
cn UMER GOO PRODUCTION IN KOREA 
! S rg produc \orea has bee enti 
I et ( ! itbreak of ho in June 1! 
pr is { 1a i Ol witl e phy 
a a i i | i 1iSO RC qd Vv 
1) { ru a a I 4 | age ( 
i t fac Ix 4 fe ym, al this 
to increase impo! ch offset deere 
( er got is ive | { he té SUDDILY\ is eal nan a 
| een due not o rec creases 1 nports of consumer goods 
) duc i hich ha occurred, notab it he field of 
( ( J s ! tr Al \ i ( rail 1mprove | 
| t S i ver spot O} ent \\ ch pr iui i Some goo nas 
els e produc n of other good stil \ 1c 
y lie ne i ( eed re ore pera lac- 
Dall ( r ed Tac ries 1 pl ick 1dditiona I 
( I oO! e | i econ 
| I | ( eq fT S 
{ he gQ)] | ut reast 01 1O I 
Lie a ana ) ( px ( s 
» irt I as Ca ‘a increas mpo if lustrial 
materia The ace adeqd I ¢ sume! ra ro- 
; { ! { i I { I I nut I Di nts 
( I CY R ORM 
n§ Ke part checks it that time, was | 
‘ I ( ed Jur 1950 The « nomic and 
esources of t RO ently proved rit idequi to support 
ndous militar ecommencing the previous tr 1 of more 
open inflat rhe ( ( nt was early forced borrow directly from 
C' ral Bai ( I ting expen I Che inflatic rv sl | 
rt CA i nditures of the 1 
I ( I Dal 1 pal nd t rtages of 0ds all type 
! t ) t al ion and disruy lustr 1 agri 
he ver J e 1950 | i 1953 retail prices i reaset rbout 25 
{ he supply of VI i used 15 time 
\g 3 | kore the ROK Governme indertook a curre? onver- 
riod 5-25, 1953 Phe won currency Was converted 
ot \ at ‘ 100 w to 1 hwa \ll personal holdings of won 
not ( rrendered and SO un per person was permitted to be with- 
iraw tial yr livi eX I r nder was withheld and is 
tly partly froze tly freed for withdrawal according to a sliding 
SCA progres fr ore as the amount of the holding became irger 
| r pian wa » fre it lea 30 perce of the hwan equivalent of total 
we bank deposits and cur n circulation as of February 14. However, 
S f Government. fe ible to bear t political consequences of such a 
stringent measure. the sliding e was made more lenient so that only HW1.3 
billion or 8 percent was finallv froz lhe blocked holdings were placed in special 
time deposit account, to be drawable after 1 to 3 years. The opportunity was also 
taken to provide for the investigation of tax evasion and the enforced repayment 
f overd lOans al oUne I { 
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The purpose of the conversion, as announced by the Government. was to stabil- 
ize prices by bringing the volume of money into equilibrium with the supply of 
commodities. The conversion was not, however. an integral part of ympre- 








hensive plan for stabilization and, of itself, would have achieved very e il 
absence of supplementary measures \ccordingly, the Government reversed 
previous policy of accumulating large foreign exchange reserves and _ initi: 
allocated $20 million to traders for import of essential supplies An addit 

$50 million was earmarked to be made available in subsequent months This 


measure was further supplemented by the distribution of large quantities of stored 
grain and the announcement of a large import program of grain and other supplies 
The psychological impact of the conversion and these measures, the lack of 
purchasing power in the rural areas, the desire to obtain official foreign exchange: 
for additional imports, and the expectation of new arrivals of goods caused a flow 
of commodities into the market and resulted in a steady and remarkable fall 














prices during March, April, and May. 

The temporary withholding of bank deposit and Irrency pending the invest 
gation of tax evasion and the enforced repayment of overdue loans 1 other 
obligations, under the provisions of the curreneyv conversion placed ma enter 
prises in such severe financial difficulty that it became necessary for t] Bar rf 
Korea to ease credit control in order to enable an expansion of producti | 
result was a large credit expansion from March to June In spite of a more str 
rent eredit-control policy reimposed in July, the expansion continued 
hv the end of August. the net increase was 85.6 per cent of the an nt outstandir 
nm December 31 1952, and was ce iderably mor t in the inerease durit t hye 

hole of 1952 Total bank loar nd advance itstandir ‘ f Dees her 31 
1951, December 31, 1952 nd August 31, 1953, are HW3.070 mil HWS8.108 
mi ind HW15,044 million respectively The supply of monev on Au 
31, 1953, had reached HW17,868 millio ompare with HW12,133 ol 
December 31 1952 ad HW6,498 million o Dec ber 31 1O5] The I 
legrees of increase ere not altogether nexpe ed and fact. proved ¢ — 
in order to permit the trend of industrial rehabilitation and related proc 

creases which de eloped trom Imull oO he ‘ i? S l ! 
conversl the higher rate of ) 1 tl me sé f 

\ factor ich pr ed an « ( S er the 
! ths is ber ness of the Grove! ( ea i ) 

Lal creas public expenditure whi \ d | sid 

Oo I I ni lon Ary | Ok id t dene \ 

rigi ed to reac 1 is HW46 1 ) ‘ ! f 

as he to ! ial rate of « vy HW15 billi i fir { oO 
1953-54 e ROW fiseal ir begins « \pril | 

pit tthes int One ry expansl } ( tur < ) 
I e peen I I DL eA Wholesale a i ull price I ive ( 
( 10 er( il Q per . | er ft i it e { j ] ( j 
he 1 f 127 percent id 110 percent resp { ( ) 
od la Ve ( principal factor 1ditlo ) eu I ‘ Ol 

1 and relief sup} Ww [ fT s¢ the metar wid edi 9 

roug ipo Is comparatlivel\ favorable tren Ss be i I 
$55,600,000 sinc Vis h by the ¢ Ver ent of off il foreig ers 

1 end sers for pe Allo! i essentia oods ileria i ( 1 
equ nent Chrough thi ( re lar ! ) HW7 billi i f A l 
1953) have bec ithdrawn frot rt ( he teri ce idy 

i increasit volume of essenti ( r goo raw erials ry 
ind other equipment have entered ( irke Lnothe rtant ! 1s 
psychological. The appearance of pri bi ifter the curren 

ersion produc 1a grow pu iC confiden¢ | ed dow! ( 
velocity Of money eirculation and i ( I ad t Toc ( pri 

ionetary expansk The announceme { United States rel 1 p 
gram for Korea has also contributed significantly » publ moraie, reati a 
genera: atmosphere f hopet ilness for Korea’s econo! rut 

The prospects for the immediate future are that prices will rise but not sub 
stantially through the close of 1953. Commercial bank credit will probably co 
tinue to increase at arate not much below that of the previous 3 ionths, but, o7 
the compensatory side, a substantial increase in the flow of production and 
consumer imports is expected from foreign-aid sources and from the cor ied 
release of government foreign exchang¢ In addition, the budget deficit, a 
cording to present estimates, will not grow as large on a current basis as original 


anticipated until after the end of 1953, when a substantial but necessary increa 
in government and military salaries and allowances is scheduled to become 
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effective by the first part of 1954, it is expected that the joint ROK-UNC 

reconstruction program now under negotiation will have begun to yield results 
an increased flow of goods from domestic sources, which coupled with proper 

phasing in the arrival of imported aid goods, should enable the economy to with- 
and the impact of the salary increases. 

In conjunction with the integrated reconstruction program for United States 
fiscal year 1954, the UNC and ROK Government, through their Combined 
Economic Board, are also planning a financial stabilization program. According 
to this program, the estimated ROK budget deficit, together with the credit cost 
in hwan currency of new investment in Korea during United States fiscal year 
1954 will be compensated for by the sales proceeds of aid imports into Korea dur- 
ing the period and a permissible noninflationary increase in bank credit. The 
program contemplates a comprehensive but flexible control over certain of these 
factors and an indirect control of others. The permissible increase in bank 
credit, the determination of the volume of salable aid goods and the size and 
composition of the investment program will be under the direct control of the 
Combined Economic Board. On the other hand, the fundamental expenditure 
and revenue factors affecting the budget deficit, rather than the deficit itself or 
Government borrowing, will be under the control of the Board. The stabiliza- 
tion program will place equal emphasis on the fundamental longer-run aspects 
such as the establishment of a single valid exchange rate, the freedom from gov- 
ernment control and rationalization of internal prices, and the development of 
healthy private enterprise to replace the present stifling system of government 
ownership of industry. 

COMMUNICATIONS 


It is estimated by the ROK Minister of Communications that approximately 
80 percent of ROK communication facilities, both wire and radio, were damaged 
during the past conflict with most of the damage sustained by facilities in the 
Seoul area Approximately 20 percent of this damage has now been repaired by 
U. N. signal corps units using military equipment, but these repairs are only of 
a temporary nature 

The following projects for the rehabilitation of ROK communications have been 
completed: 

The Pusan-Mukden cable, the main toll cable in the Republic of Korea 
which runs from Japan to Mukden via Pusan and Seoul, has been rehabilitated 
to the extent of minimum operating efficiency between Japan, Pusan, and Seoul 

b) The 2,000 line Victor exchange in Seoul has been restored to operation 
conditior 
\ 3,000 line, manually operated switchboard has been installed in Pusan. 

In towns and villages where troops are stationed, outside communication 


plants have been rehabilitated by the military and tactical switchboards have 
replaced those civilian switchboards which were destroyed 

No repair work of any significance on communication facilities has been done 
by ROK personnel because most of their trained personnel were drafted into 
military service. Nearly all of the central offices and outside plants which have 
been rehabilitated by the militarv are now being used by the U. N. forces. These 
facilities will revert to the operational control of the ROK Ministry of Communi- 
cations upon official cessation of hostilities. 

Only one project has been engineered and placed on order out of FOA funds at 
the present time for the restoration of communication facilities for civilian use 
This project is the building of the Kyang-Who-Moon Exchange in the city of 
Seoul at a cost of $1 million. When completed, it will provide telephone service 
for the civil government, a large business area of Seoul, and much of the residen- 
tial section 

Most of the future plans for the rehabilitation of communication facilities center 

around the large cities and towns located along Korea’s main route of supply 
Route 1) which extends from Pusan through Taegu, Taejon, Choodon, and 
Yongdong-Po to Seoul \t the present time there are no industries in Korea 
which manufacture communications equipment and supplies. It will be necessary 
to import all of the equipment to implement this part of the overall economic: 
rehabilitation program from abroad 


XIII. Waat Leoistative BARRIERS TO More EcoNomIcAL OR EFFICIENT 
Conpvuct or Turis ProGRAM Exist To WHiIcH CONGRESSIONAL ATTENTION 
SHoutp Bre DrrectTep? 


While 2 months’ operation is scarcely a sufficient period of time in which to 
form a firm opinion, the conclusion reached as of this date, by the Office of the 
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UNC Economic Coordinator, is that there are no legislative barriers to more 
economical or efficient conduct of this program. 

The method of operation through vhe Korea Civil Assistance Command and the 
United Nations Korean Reconstruction Agency has been indicated in the comment 
under items VIT and VIII. 

KCAC conducts its program as a part of the Army’s mission to prevent disease, 
starvation, and unrest. The KCAC program has now been in operation for 3 
vears, and its present organization is established under the broad powers given 
to the commander in chief of the United Nations Command. KCAC’s fiseal 
vear 1954 funds are provided under Public Law 179, 83d Congress, which appro- 
priates $58 million for the Department of Defense “for emergency relief in Korea, 
including procurement, operation, maintenance, and distribution of equipment, 
materials, and services for informational and orientation purposes; travel; and 
transportation. Materials and supplies available to the Department of Defense 
may be used for the purposes of this appropriation without reimbursement 
therefor. None of the funds may be used for relief purposes in any territory in 
Korea under Communist control. The unexpended balance of funds previously 
appropriated under this head shall be merged with this appropriation.” 

UNKRA operates under the direction of an Agent General who has his office 
in Seoul and is similarly given broad powers. The $50,700,000 United States 
contribution to UNKRA for fiseal year 1954 is appropriated underathe Mutual 
Security Appropriation Act, 1954, under the authorization of section 303 (a) of 
the Mutual Security Act of 1953, which authorizes the appropriation with no 
condition except as to amount. The Mutual Security Appropriation Act, 1954, 
further provides that “‘such amounts of 1953 funds as were obligated prior to 
June 30, 1953, and deobligated thereafter for any reason, shall be available for 
reobligation for the purposes of this act during the current fiscal vear.”’ 

The coordinating power given the UNC Economie Coordinator has to date 
appeared ample to insure an integrated Korean-aid program 

Insofar as funds made available by the Foreign Operations Administration 
are concerned, these are administered pursuant to the Supplemental Appropria- 
tion Act, 1954, authorizing the expenditure ‘“‘out of funds available to the Depart- 
ment of Defense for the fiscal year 1954 and certified by the Secretary of Defens 
to be saved as a result of the armistice in Korea. * * under such terms and 
conditions as the President may specify and through such officers or agencies of 
the United States as he may designate, for relief and rehabilitation in Korea 
Provided, That funds made available hereunder shall be used only in such parts of 


Korea as the President deems to be not under Communist control There 
appears to be no question but that the Secretary of Defense will be in a positllo 
to certify savings up to the full amount of the $200 million and the language 


imposes no ‘‘barriers’’ except such, if any, as the President may in his discretio 
and from time to time see fit to impose, in the best interests of the program 


XIV. Speciric QuEsTIONS WuicH REFER TO THE CONDUCT OF OPERATIONS 
GENERALLY 


(a) What is the requirement for expert United States personnel (i. e., engineers, 
linguists, fiscal specialists, etc.) to carry out these aid programs? 

b) How are they recruited and examined? 

(c) To what extent are United States personnel dependent on local experts 
and what procedures are in effect to check the accuracy of their work? 

(a) The requirements for expert United States and U. N. personnel are set 
forth in appendix A. The personnel situation may be summarized as follows 


U. N.-United State Korean 


Organization 


On board Complement On b 


Economie Coordinator 10 4 1 1 

UNKRA 258 201 R63 ATE 

KCAC 765 BR. 2 O85 2, Ot 
Total 5 1, 063 817 2, 949 2 


Approximate 
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FOA person! el in the Off of the Economic 

















IN KOREA 


‘e recruited and examined 


» Coordinator are recruited by 





the Personnel Division, FOA, Washington. For the most part FOA personnel 
present on du l Korea were transferred from other FOA posts rhe only 
exception at prese! is one ¢ sult t employed on a 90-day appointment 
2) UNKR<A staff is recruited in accordance with the best international stand- 
ards. a iblished by the United Nations See Appendix B The Ageney is 
abl lraw upon the resources of the U. N. Technical Assistance Administratio1 
n | N. specialized agencies and leading nongovernmental organizations to 
enal o bring into its ranks outstanding experts in every field from a parts 
of rd 
UNKRA, in ad on to staffir rganization with specialists and experts 
of 28 na nalit has p! ( a stantial number of specialists and technicians 
to I d sitions Cor and for service with KCA¢ 
Ches ternational pers ( ere recruited and are pa by UNKRA, and 
e! nder the administrat direction of KCAC either in leadquarters or 
W held 1ms 
\ e poi of the opera 7 ha 140 sue eC s were made avai 
al | tA heir 1 er ha d 109 since larv 1, 1952 
3) | employe or KU ASC ed by the Oversea Personnel Branch 
Department of tl Ar! I ce with standing Army regulations 
rf I the reeruitme! i employment of civilian personnel for overseas 
Departmet ( e Army Ci\ ans serving 1 Korea re paid acecore 
( ll service sca l a 25 pereent differential for service i! Ix rea 
| el] recruited it ie | d States must serve at leas ear in Korea unless 
nent eontrac S eineall\ provides otherwis he case oO certain 
! specialists 
1) Kk ecialist per ar plentiful due to the long Japanes« 
or ri whit LO ! able to fill skilled or technical positior 
\ er of Korean specia I el are emploved by KCAC and UNKRA 
} re carefully ipervised a checkee U. N. and United States specialists 
In many cases, initial project pla are developed by Korean engineers 
or UNKRA specialists or b ( a s of United States or other engineering 
firms brought in specifically to a on the particular project In most cases 
t} cA prepared D s mus I corrected and modified ipstantiallv Hetore 
they can be considered s d fr i te ical and financial poir 
XV. WHat Is THE CuR! I ATE OF EXCHANGE FOR CONVERTING UNITEI 
STATI DotuaRs Into Hwan? Wuart OrnHer Rares Ari , EXISTENCE? 
foreig ex( i e! ‘ rré n Korea are ( fo \ 
tat 
Ki A ) g / ] lé er Né j ; 
A | ed rat 1 
1. Official rat 60 
2. U. N. m ( rate LSO 
B I ed ce dit por a 
1. Sale of Gover tr l ange 
! Durab 140—160 
} Nondurabl L8O0—240 
2. UNKRA and CRIK aid ds 60-160 
{ I ctuating rat 
1. Transfer rate Bank of Korea forei exchange ac nts 
impr port traders 240 
2. Ille curb es 
Dollar eenbacks 265 
Dollar tary s » (MP 1 190 
\ 
The so-eailed official rate of exchange has remained HW60 to $1 since before 
t he ask in 1950 Tr v this rat ised principally for I imported goods 
intended for direct Governme se or use by Governme enterprises: and (2 
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sales of foreign exchange to Korean students and officials traveling abroad or 

















sales of hwan to foreign visitors in Korea. The official rate accounts for about 
30 percent of total ROK foreign exchange expenditures and a negligible portion 
of total receipts. Since the Government is the consumer of almost all goods im- 
ported under the official exchange rate, it is significant primarily for budgetary 
accounting lhe conversions of foreign visitors at this rate are of no importance 
The military conversion rate is used for repayment in dollars by the U, N., 
Command for hwan advances from the ROK used for local currence enses of 
the U. N. Forces This rate was changed in May, retroactive to Februa 1953 
fre HW60 to $1 to a new rate of HWI1S0 to $1 ~ June 1950. t U.N 
Command h¢é repaid over S1LSO n ( for adval OV HW15 10! ()ver 
SLLO n i | rid wit hi t 4 o T ( Ma repay i 
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I ign exchange expenditures It is planned t ave a unworm counterpart 
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uwreed programs of economic reconstruction and internal financial ul 
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XVI. Are CouNTERPART FuNps AVAILABLE IN Korea? Ir So, IN Wuat KInpb 
or Accounts, How Mucn Has Breen ExpenpEpD, How Mucu ReEmMaINs 
AND UNpbeR Wuar Conrrots May Tuey Br EXxpENDED? 


The tabulation below indicates cummulative receipts and disbursements as well 
as present balances of the four accounts that are now in existence. Won figures 
have been changed into hwan, and due to the inflation they imply a considerable 
underestimation of the real value at cvime of recept of counterpart collections, 
particularly those deposited during the ECA period. 


Accumulated payments and recevpts of collection and counte rpart fund accounts as of 
Sept. 30, 19538 


In million hwan] 





Payments Receipts oe 
iebits credit Balance 
COLLECTIO* ACCOTL Ts 
ECA aid 2, 521 2, 718 197 
CRIK aid-goods sales 5, 054 6, 731 1, 677 
UNKRA aid proceeds.-.- 21 3l 10 
Total, collection accounts 7, 596 9, 480 1, 884 
COUNTERPART DEPOSI 
ECA counterpart fund 3, OR 3 250 170 


These accounts are held in the Bank of Korea. The CRIK and ECA accounts 
are under the control of the Combined Economic Board. Withdrawals are made 
on the recommendation of the CEB and in the following order of priority: 

1. For defraying reasonable local currency costs involved in carrying out the 
responsibility of the UNC for relief of the civilian population of Korea. 

2. Defraying such proportions of the reasonable operating expenses of agencies 
of the ROK Government as may be recommended by the CEB. 

3. Any balance remaining after withdrawals for the above purposes after pro- 
vision for operating reserves shall be applied against any indebtedness of the 
ROK to the Bank of Korea or to any other financial institution. 

The UNKRA aid-proceeds account is at present under the direct control of the 
United Nations Korean Reconstruction Agency. 

The economic coordinator is now engaged in negotiating a comprehensive agree- 
ment with the ROK Government on all important aspects of the economic re- 
construction and financial stabilization program. In this context, tentative 
agreement has been reached that, beginning with the arrival of the first FOA aid 
shipment on August 28, 1953, counterpart deposits will be made on the basis of 
landed dollar cost converted at the rate of $1 equals 180 hwan for all aid goods 
arriving in Korea regardless of the character of the goods or the nature of the 
funding sources. This counterpart fund will be administered by the Combined 
Economie Board with a view of covering the legitimate financial needs of pro- 
gramed and unprogramed investments. Withdrawals from the counterpart fund 
will also be needed for covering eligible expenditure items in the ROK budget in 
order to prevent deficit financing that would destroy the financial balance of the 
reconstruction program. For a limited time it may also be advisable to use some 
counterpart funds for paying agreed subsidies that may be necessary in order to 
ease the transition from the present low level of controlled prices to the higher level 
of free market prices or that may be needed for relief requirements. All decisions 
concerning counterpart will be made by the Combined Economic Board, it being 
understood that decisions concerning the use of that part of the counterpart fund 
which is generated by UNKRA financed imports, will be subject to the approval 
of the Agent General of UNKRA. 

It has also been agreed that aid goods sold into the economy should be priced 

f 160 hwan per dollar of landed cost 





in such a manner that a net collection rate o 
will be achieved. 

[t is estimated that collections in fiscal year 1954 will amount to 32 billion hwan 
and counterpart deposits will amount to around 80 billion hwan, the difference 
being due to noncollections on relief goods, on common-ust items for the ROK 
Army, and on most capital goods, as well as to underpricing. 
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The proposed fiscal vear 1954 program provides for intensive campaigns inst 
existing epidemic and endemic disezses For example, it is planned to institute 
wide-scale treatment of tuberculosis with the new antituberculosis dru: rhis 
mass therapy, not previously attempted on the scale planned, is expected to pro- 
duce dramatic effects in the reduction of this disease. The program also ¢ lls for 
intensive campsigns against meleria, typhus, and parasitic diseases 

National health and sanitation facilities must be reconstructed if South Korea 
is to be free from the constent threat of major epidemics Accordingly, the 
program gives priority attention to providing equipment and supplies for the 
National Vaccine Laboratory, the 13 provincial diagnostic laboratories, and the 
medical and nursing traini institutions. It also provides for rehabilitation of 
existing hospitals and publ heelth centers; together with continuation of the 


530 public dispensaries 
The proposed health program represents an expansion of activities financed by 
CRIK, by U. N. agencies, and by voluntarv organizations, which have provided 


essential stopgap a 





ssistance in this field Previous aid received from these sources 
financed the establishment of over 500 public health dispensaries, which have 
provided rudimentary medical services, including immunization and delousin; 
This aid was highly successful in stemming major epidemics, but has been far 
from sufficient to develop acceptal le health standards for the total populatior 


Agri ulture, forestry, and fisheries 


The relatively lar 
provement reflects 


e amount programed for agricultural reconstruction and in 
he dominant role of this industry in the Korean economy 


ro 
1 


and the enormous drain imposed upon the economy by existing low levels of pro 
duction. Before the war South Korea not only fed the people within this area, 
but exported food to Japan. Present production is so inadequate that the value 
of grain imports required to maintain even existing substandard diets exceeds 
the value of all other civil imports combined. The lag in agricultural productior 
stems mainly from losses of area under cultivation, chronic fertilizer shortages, 
and destruction of irrigation facilities Accordingly, the fiscal vear 1954 program 
is designed to help correct these impediments to needed production. 
Approximately three-fourths of the proposed agricultural program for fiscal 


vear 1954 is designed to vield q lick inereases in productior and thereby cut 
sharply the need for present large food imports Fertilizer imports will be par 
ticularly stressed with a view toward restoring preinvesion application Te 


achieve this goal, it is anticipated that imports of $15 million will be financed from 
R OK foreign-exchange resources, and the remainder will be paid from the economic- 
aid program. Other direct-2id imports that will vield quick results are farn 
tools, pesticides, and fishery 





equirements The salable portion of the prog 
category 9) also includes provision for imports of agricultural supplies whl 





OSITIO! 


would not otherwise be available, in view of the tight foreign-exchange | 
of the ROK. It hes been estimated that such aids to current production would 
increase 1 ields of staple crops by 500,000 long tons or 17 percent during fiscal 


year 1954. 








Capital improvements in agriculture are ¢ needed if productio1 to be 
increased to the point where it can feed the locel population adequs ely and 
thereby help stabilize the econom The proposed capital improvements 
gether with fertilizer imports, are designed to vield a rather precarious self 
sufficiency in staple foods by fiscal year 1957. This represents a 57-percent 
crease in production from 1953 to 1956. Beyond that time, assuming sufficient 
applicetion of fertilizer, production cen be increased ficiently to make Koree 

net exporter of foodstuffs Produetior mere of would 
serve the duel purpose of helping the ROK achieve iating 
fi d she rtages In t he go are especis 1] Js p 

Present plans enviss tion of approximetel “a 
period of the progrem These 840,000 edditionel ecres 1 chawia 
nerease food pr duction by ean estimeted 360,000 long 

f the expected increase in production, pro O} f 
materials needed for construction and rehabilitation « storag 
fac ies 

Co help alleviate the need for imported farm tocls, pest les. and antibic 

ipplemented feeds the program provides for equipment Y constradtion i 
rials that will sp: d local producti n of these iter 

The existing low level of the fish cetch he seriousl eut the anime! p! 
component of th Korean diet In order to rehabilitate ( on leg I 





d storm-damaged industry, the progr: provides for financing of boat 
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ice plants, and cannery equipment. The proposed 3-year program would raise 
annual fisheries production from the present 296,000 long tons to approximately 


360,000 long tons. 


3. Transportation, power, and other public works 

Plans for developing all other sectors of the economy hinge upon the provision 
of an adequate rail, highway, and marine transportation system. The transporta- 
tion system must be reeonstructed so it can handle military traffic, in addition 
to the requirements for movement of supplies and eauipment required for the 
implementation of the proposed economic reconstruction program. P.ehabilita- 
tion of the railroad transportation system and the construction of short but vital 
yarticulerly essential if the immediate objec- 


( 





Lj g links in the rail network is ] 

tives of the program are to be attained. Supplies and equipment needed to 
prevent disease and unrest, to meet essential current requirements and to maintain 
and reconstruc .griculture and industry must be transported by the railroad 
system without del Under the proposed program for fiscal] vear 1954 inereesed 
tonnage the amount of 325,000 long tons per month must be moved. \t least 


2590: dditional ré ilroad cers will be net ded to move this tonnage. 

The damage to roads and bridges from shell fire, bombings, and mines, has been 
most serious. Over one-half of the 14,000 trucks in Korea are no longer service- 
able. To get the highway system functioning, road and bridge repair and con 
struction will be necessary, trucks must be imported, and key warehouses rebuilt. 
Over 1,200 trucks with necessary spare parts must be imported in fiscal year 1954, 
in addition to the trucks being procured with ROK foreign exchange. 

Because of the serious damage to power facilities during the war and the 
increased requirements for military use, it has been necessary to rely on high-cost 
power produced on barges, in addition to that obtainable by the rehabilitation of 
powerplants. Additional power capacity will be developed by repairing the 
Yongwol and Tanjin thermal plants, and the Hwachon hydroelectric plant, 
by continuing the restoration of the Sumjingang hydroelectric plant, and by in- 
stalling a new 45,000-kilowatt thermal plant at Samchok where coal supplies are 
available at the pithead. In fiscal vear 1954, it is proposed to complete the initial 
development work on the 45,000-kilowatt plant and to provide approximately 
100,000 kilowatts of additional power through repairs to existing thermal and 
hydroelectric installations. 

Much of South Korea’s communications network has been destroyed during 
hostilities. A portion of this has been repaired by the United States Army as an 
essential part of combat activities \ great deal of additional work is necessary 

owever, if the communications facilities are to be placed in the condition needed 
to insure successful functioning of the economy. 

Many of the public works systems in Korea, such as water supply systems, 
streets, bridges, sewerage and drainage facilities have suffered war damage. 
Some of these have been repaired by the Army. Most of these facilities will 
require considerable reconstruction before they are adequate to provide the vital 
services needed by the industrial population, if it is to perform its functions 
efficiently. 

Since the beginning of hostilities, 23 percent of the school classrooms, and 50 


I 


percent of the technical schools have been destroved. The program for fiscal 
vear 1954 provides for construction of high school and technical school classrooms 
and shops for vocational training. No provision is made in the proposed fiscal 


vear 1954 program for construction of elementary schoolrooms 


lanufactur na, mining, and other industr J 
° 


The cotton textile, metal, cement, chemical, paper, rubber, printing, and 
handicraft industries have been seriously damaged by the war. It is essential to 
get these established industries back into production. This pro. ides the quicke st 
way to meet consumer and industrial needs, to counter inflationary pressures, 
and to provide employment. During fiscal year 1954, it is planned to continue 
the rehabilitation of these industries, but no construction of new facilities is 
contemplated. The Central Research Laboratory, which is required for studies 
of industrial technical problems, has been destroyed. it is planned to rebuild 
this facility in fiscal year 1954 

The textile industry is the largest and most important in South Korea. War 


damage reduced operable spindles from over 300,000 to 55,000. Approximately 
140,000 spindles are now operable as a result of past and current reconstruction 
activities. It is planned to restore the cotton spinning industry to the prewar 
level to furnish the yarn and cloth needed for other segments of the textile indus- 
try. It is also proposed to import the parts and equipment needed to maintain 








a 


Sines 
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present textile machinery. Through these efforts, it is expected to increase 
production to the point where there will be no need for imports of finished cotton 
cloth and yarn. 

In order to give support to the ROK defense effort, it is planned to initiate 
rehabilitation of the two major metal plants Repair parts and raw materials 
will be provided for the Samechok cement plant and the chemical industry In 
addition, necessary surveys will be conducted for the erection of a new cement 
plant in subsequent years n view of the volume of cement imports needed for 
reconstruction activities, it is essential to increase South Korean production of 
cement as soon as possible 

In the field of mining, the aid will be used to continue rehabilitating the coal 
mines so that production will meet present requirements and provide the increased 


supplies needed for expanding power, transport, and industrial capacity. The 
program is expected to raise production from 850,000 long tons to 1,200,000 
long tons by the end of fiscal vear 1954. Inereased production of coal is basic 


to Korean economie development 


Korean anthracite must be made into briquettes to make it usable for railway 


locomotives and general industry It is therefore proposed to increase briquette 
production from the present 60,000 long tons to 100,000 long tons by the end of 
fiscal year 1954. This will be done, for the most part, in existing plants which 
have a total reported capacity of 362,000 long tons [t is planned to install 


additional tungsten mine and mill equipment in the Sangdong tungsten mine 
which is considered to have one of the best tungsten ore bodies in the world, and 
two smaller mines. It is anticipated that this will increase production from 6,000 
tons to 8,000 tons by the end of fiseal vear 1954 and provide a sul 
of foreign exchange It is planned to bring in machinery, tools, and technicians 
for the gold mines which were formerly a large producer of foreign exchange for 
Korea. Exploratory work will be carried on and supplies and equipment provided 
to expand production of zinc, copper, manganese, graphite, and fluorite. 


stantial soures 


5. General engineering advisory services 

Funds for this purpose are included under Major Fields of Activity 3 (trans” 
portation, power, and other public works) and 4 (manufacturing, mining, and 
other industry 


6. Education 

All phases of education have suffered severely from the war—both from loss of 
teaching personnel and from destruction of buildings and equipment 

The acute shortage of technically trained personnel] is one of the most important 
blocks to Korean economic recovery. The repatriation of Japanese residents, 
who had previously held all important positions of government and industry, 
created a shortage of trained personnel after World War II. This shortage has 
been steadily intensified by combat losses and by the breakdown of training pro- 
grams during hostilities. Meanwhile, the needs for trained manpower have been 
multiplied by the proposed rehabilitation program, which will require great num- 
bers of draftsmen, foremen, supervisors, junior engineers, and skilled craftsmen. 
To meet forthcoming needs for skilled personnel, the proposed education program 
has been carefully geared into overail rehabilitation plans. For example, it is 
proposed to reequip the 27 vocational industrial high schools and the 92 vocational 
agricultural high schools which have been stripped of practically all machinery 
and equipment during hostilities. Thus, the graduates of these institutions will 
have the benefit of practical experience, which is essential if technical training 
is to be of any real use. Aid in curriculum revision and help in preparation of 
up-to-date texts and teaching aids will also increase the value of these schools 
to the planned agriculture and industry programs 

Universal primary education is required by law in Korea, but only 71 percent 
of the 3,342,015 children of ages 6-11 on July 31, 1952, were in school, and many 
of them have suffered from very large classes, inadequate buildings, and similar 
drawbacks to satisfactory educational progress. Through the training of primary 
teachers, assistance in curriculum revision and help in the preparation of up-to- 
date texts and teaching aids, foreign assistance can promptly raise the standards 
of elementary education. 

Higher education will be emphasized only with respect to certain aspects of 
teacher training, and also engineering, business administration, agriculture and 
public health. Interuniversity contracts will enable leading American univers- 
ities to establish direct relationships with Korean counterparts, as part of a 
coordinated program 
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administratior 


mprovement of Government administration in Korea is a vital part of 

yposed program During the Japanese occupation, positions of authority 
in Government and industry were held by Japanese. The repatriation of the 
Japanese at the end of World War II left South Korea with a serious deficiency 
in ad) nistrative and technical pe rsonnel at all levels. Considerable progress 
was made by the Korean Government, with the assistance of the United States. 
in overcoming these deficiencies in the period prior to the invasion of Sout} 
Korea War, however, has meant the loss of many trained people and has 
seriously disrupted the process of improving the efficiency of the Government 





administration Inflation and low salaries have increased the difficulties faced 
} Government servants in making ends meet. 

\n essential part of the improvement of public administration in Korea is an 
I in pav for civil servants. ‘This has been taken into account in the Re- 





i 

| lic of Korea budget The major emphasis in the field of public administra- 
tion will be the furnishing of technical assistance to help the Government improve 
its organization and procedures in the fields of budget, finance, accounting, tax- 
ation, personnel, programing, and management. Specialists will be made avail- 
able to work closely with the Korean Government officials on a day-to-day basis. 
Emphasis should be placed on inservice training of civil servants \ program to 
help improve the administration of Government-owned industries, such as rail- 
roads, power, and mines would be desirable. The transfer of some of the Gov- 
ernment-owned industries to private firms, where determined to be desirable 
and feasible, would simplify the administrative problems facing the Government. 


8. Other projects (emergency relief and rehabilitation 


The prevention of disease, starvation, and unrest among the civilian population 
of Korea is basic to all plans for economic development in Korea, It is also nec- 
prevent disease, starvation, and unrest among the civilian population 
in order to carry out military objectives in Korea. Otherwise, the 
f military operations, the lines of communication and supply, and the 
nd safety of the troops would be in danger 
The maintenance of minimum essential standards of food, clothing, and shelter 





for approximately 31% million refugees, war sufferers, and other destitute persons 
is the principal emergency relief task to be accomplished. The major portion 
of the funds are for imports of food, medical supplies, soap, clothing, housing 


materials, and fuel 


Funds are also ineluded for petroleum products and transportation supplies 
and equipment needed for distribution of relief supplies. It provides funds for 
minimum requirements of fire, police, and public welfare agencies Another 


item included in this category is fertilizer for free distribution to indigent farmers. 
9. Maintenance of essential p é 


Two types of items are included in the essential supply program—one provides 
civilian supplies, which are sold in the local market, with the proceeds accruing 
to the counterpart account; the other provides nonsalable common-use items for 
direct military support Most of the imports in this category support the budget 
and all help dampen inflationary pressures. The civilian supply component 
serves the additional purpose of providing essential materials and .equipment 
that would not otherwise be available in view of the limited foreign exchange 


resources of the Republic of Korea 
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faB.e I. Estimated program cost by major project category fiscal year 19 
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TABLE 2 Estimated program cost, by major project category and project groups 
fiscal year 1954 


In millions of dollar 
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supplies—expendable import t 
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Transportation 1 
Administration 2 
Drugs 
Scientific and technical equipment and supp! 7 
spital investment projects 
Rehabilitation of medical institutions 1 
Medical education, training, and demonstration 
rug assay ine, and sera production { 
Rehabilitation of physically handicapped { 
Child welfare 
t re ( ‘ try f herle ~ ; » 
a 
Maintenance a yperating project 19 
Farm too 
Pesticice 
Forestr truck parts, tire c.. for refore 
, supplies for research and educat 
Fisheries—nets, ropes, met for canne l 
Livestock wcines, Medicatior ) ail 
disease prevention 
Capital investment projects 13. ¢ 
Farm tool production (equipment for 24 existing fac 
tories 
Rice and wheat grain mills (rehabilitation of build 
ings and equipment 2 


See footnote at end of table, p. 215. 
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Republic of 
Korea for 


2 Estimated program cost, by major project category and project gro ps, 
cal year 1954 Continued 
Total pro United States 
M I ct group : ind United 


Major project category) 





2. Agriculture, forestry, fisheries 
Capital invetme yrojects 
Grain and fertilizer storage 
pair and recor struction 
Lumber mill machinery 
Fisheries (boats, ice plant 
Folder nts (re! 





anti t i¢ 
Lrrigat lan 
A gricu research a 
I Ler rts U Dp 
rta I power ther 
M nance an yperat 
( t 1 ste r 
Railroa 
R abilit n an 


AT 
t 
: i 
{ ‘ ] ] 
Hart le velo} 
r wer 
y wo habil 





Cable and lephe 
il DI 

Internat al 1 
reha! il 

om ul 

had 

| k 

oO it works 

Urban water su 
Ott urban put 
Re tion ( 
Sel tat 


tries 


See footnote at end of table, p 








gram 
Nations 
tinued 
ntinued 
facilit warehouse re 
1.5 
l 
cannery equipment 4.0 
Yi ra ints prod ing 
ir ve ol 1.0 





ie] les procee 19. { 
vork R1.¢ 72.0 
19.0 
nstruction of w 7.0 
12.0 
19 
Q 
2.0 
ne rect t FE 
5.0 
6.0 
> 
x 
ul barge 0 
> 0 
Ss ) 
) 
) Ye N Ss jul 
y 0 
bil 1.0 
ibilitat 1 
t ) 
I tal ( 
0 
missio rehabil 
, 4 
lephone, and telegrapl 
j 
i,t 
10 
build 1.0 
nstru 8.0 
7 € 7 
hilit 19.8 
0.2 
1.0 
3 
3 
il] indus 
29 


eign ex 
change 


pe 





RELIEF AND REHABILITATION IN KOREA 215 


TABLE 2. Estimated program cost, by major project category and project groups 
fiscal year 1954—Continued 


‘ 
United States Republie of 
Major project category and project groups Fotal pro- ind United Korea for 
gram eign ex 
Nations 
change 
4. Manufacturing, mining other industries—Continued 
Manufacturing plant reconstruction and rehabilita- 
tion—Continued 
Textile and clothing plants 5. 4 
Cement menufacture 2.0 
Fertilizer plants 20 
Leather plant 2 
Silk filature factories : 
Ceramics and chemic®] plants 1.2 
Bicycle tire manufcture 7 
Printing and publishing plant ye 
Paper manufacture 1.0 
Tobacco manufacture 1.0 
Mining reconstruction and rehabilitation 7.8 
Gold 1.0 
Coal 5 1 * 
Peat 3 
Tungsten and other mine research and develop- 
ment 9 
Other nonmet:llic metals 5 
General engineering advisory services > 
6. Education _-. 10.0 10.0 
Maintenance and operating projects 10.0 
Vocational education yy 
General secondary education 0.2 
Commercial high schools 0.3 
Higher education 0.3 
Fundamental and elementary education 1. 5 
Capital investment projects ? 
7. Public administration 22. 5 15 291 0 
Administration, organization and management survey 0.2 
Budget and financial procedure survey 0.4 
Public services rehabilitation 0.2 
Supply and procurement control systems installations 0.1 
Central statistical service installations 0.4 
Institute of public administration installation 0.2 
&. Other projects (Emergency relief and rehabilitation . 5 55. 5 
Miscellaneous relief supplies 1.0 
Medical supplies and materials 2 1.5 
Agricultural supplies and materials_ 2.0 
Foodstuffs, clothing, bedding, et« 37.0 
Housing supplies and materials (including heating 11.0 
9, Maintenance ot essential supply 369. 6 203. ¢ ‘76.0 
Civilian requirements 237.9 161.9 i760 
Foodstuffs 67 
Medical commodities 6. ( 
Agricultural commodities and equipment 13.0 
Transporation, power, public works, commodity 
and equipment 15. ( 
Industrial and mining raw materials, equipment 
and commoalties 60. 4 
Direct military support (common-use items 3 7 
Foodstuffs 62 
lextiles and raw material for clothing (including 
cotton and wool 69.7 
Total program cost 628. 0 106. 0 22.0 


¢ 


1 Project group breakdown not available for projects financed with ROK foreign exchange 

2 School building reconstruction included uncer ‘“‘Other public works” in project category 3 above 
3 National Police rehabilitatior 

4 Includes $20 million of foodstuffs import 
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ATI His I ) Nia LG FROM PREsID ‘ 

H.pD 9 R3d ( ess.] 
LEQUI Lea ATION FO! HE REHABILITATION AND ONOMIC SUPPORT OF 

E RepusBiic OF Kort 
MI —E FROM THE PRESIDED rHE UNITE! I I RI IVE TO REQUESTIN 
ION FOR THE REHABILITATION AND ECONOMI( PPORT OF THE REPUBLI 

OF KOR 4 
To ('‘ongress oO el’? S/ 

Che signing of the truce in Korea makes it in perative that the United States 
ately initiate a program of expanded aid to the Republic of Korea to assist 
habilitation and economic support Such a program, affecting the whole 

iture of the Rey lic of Korea, must extend over several vears, and I shall make 
f her recommendations concerning that program to the Cor rress at its next ses- 


\t this time I urge upon the Congress the passage of interim legislation which will 





a horize the President to use, for the rehabilitation and economic support of the 
Republic of Korea, a sum up to $200 million from the savings in expenditures in the 
Department of Defense that result from the cessation of hostilities 

be measured in two wavs: 


4 I eed for this actio an quickly and accu 
Yrve 





the critical need of Korea at the end of 3 : ol tragic and devastating 
warfare The second is the pportunity which this occasion presents the free 
world to prove its will and capacity to do constructive good in the cause of free- 








The extent of dev: ition suffered by the people and the economy of Korea 
rering Since the outbreak of war in 1950, 1 million South Koreans have 
killed: more than 2% million have become homeless refugee 5 million depend 

vhole or in part upon relief stav alive Property destruction exceeds $1 

iO This colossal economic disaster has made all the more remarkable the 
courage and magnitude of the Republic of Korea’s military effort 

This Government has been constantly aware that all that has been won by this 

valiant struggle « ld be imperiled and lost by an economic collapse Poverty 
and ad pair could inflict wound bevond the powe! ofr enemy guns Knowil vy 


t} Ss, weal d our allies, throughout the period of hostilities, took necessarv measures 


to keep the Korean economy fron buekling under the tre We were able, 


tinh 
through Defense appropriations, to meet minimum relief needs and to contain the 
threats of disease and unrest We ontributed importa t support to the program 
of the United Nations Korean Reconstruction Agency We provided important 
neidental benefits to the Korean economy through payments to the Republic of 
Korea for the local currency requirements of our military forees 
Sut these measures cannot suffice They were necessarily designed to meet the 
immediste exigencies of fighting a war Thev cannot be expected either to meet 
the huge total cost of this effort or to set the foundation for a healthy peacetime 
eonon 
Che facing of these need us been the subject of the most careful study. I 
lirected that a firsthand survey of them be undertaken in Korea more than 3 
months ago. The completed survey has been reviewed by the National Security 
Council On the basis of its analvsis and recommendations, I am convinced that 
the security interests of the United States clearly indicate the need to act promptly 


not only to meet immediate relief needs but also to begin the long-range work of 


restoring the Kor economy to health and strength 






While is geared to meeting simply indispensable needs, its precise 
hap tl ist to some extent be governed by future events. It must 
ike account fact that our objectives in Korea are not completely attained so 
long as Korea remains divided; and the assistance now proposed is carefully de- 
igned to avoid projects which would prove valueless in a united country. The 
mplementation of the program will depend upon the continued cooperation of 
the Government of the R publi f Korea with the United States and the United 
Nations Command 

There is, as I have said, a second fact beyond the desperate need of Kore: 
which, I believe, must govern our action at this time. It is the chance—and 
the need—for the free peoples to give clear and tangible testimony to their 
awareness that true peace means more than the simple absence of war. It 


means moral and material health It means political order and economic 
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progress. It means the living hope, in the hearts of all peoples, that tomorrow 
can bring a more just, a more free, a more productive life than today 
No people on earth has proved more valiantiy than the people of Korea theit 


} 


right to hold and cherish this hope. Ours is the task to help and nourish this 


hope for the sake of one brave people and for the sake of all peopies who walt 


and watch to see if free men can be as wise in the ways of peace as they have 
proved courageous in the ways of war 
Dwicur D. EIseENHOWER 


THe Wuite House, July 27, 1958 


JOINT RESOLUTION MAKING APPROPRIATIONS FOR RELIEF AND REHABILITATION 
IN KOREA, AND FOR OTHER PURPOSI 


Re solved b / the Senate and Hlo is¢ o} Re presentatives of the United Slate S of An é a 
in Congress Assembled, That there are hereby appropriated, out of funds avail- 
able to the Department of Defense for the fiscal year 1954 and certified by the 
Secretary of Defense to be saved as a result of the armistice in Korea, not to 
exceed $200 million to be available, under such terms and conditions as the 
President may specify and through such offices or agencies as he may designate, 
for relief and rehabilitation in Korea: Provided, That funds appropriated here 
under shall be used only in such parts of Korea as the President deems to be not 
under Communist control. 


ATTACHMENT C. Joint ROK-UN Proposat For A PRoGRAM oF Economi 
RECONSTRUCTION AND FINANCIAL STABILIZATION IN FiscaL YEAR 1953—54 


The program of economic reconstruction and financial stabilization for fiscal 
year 1953-54 should be designed to make a maximum contribution toward 
expanding and strengthening the Korean economy. The program is based on 
a planning figure of $628 million. Of this amount, funds somewhat in excess 
of $500 million are estimated to be presently available, or to have been appro- 
priated or contributed. The Economic Coordinator is impressed with the needs 
of the Korean economy. Assuming, as both members of the Combined Economic 


Board confidently expect, the full cooperation between the ROK and the United 
States which has characterized the association of our two countries, both in this 
recovery program and in all our other relationships, and provided also that 


the need for funds contemplated in this total program can be justified, the 


United States Representative intends to recommend and use every effort to 
obtain such funds as are not yet made available. The ROK member of the 
Combined Economic Board, on his part, will make every effort to cause the 
maximum amount of Korean foreign exchange and other resources to be made 
available for this program 








Within the limits of funds available, the Combined Economie Board | 
endeavor to ensure that obligations are made as expeditiously as possible 1 
that the procurement, actual arrival, and distribution of goods are expedited 
as much as possible 

In order to raise the planned investment in the program to the highest level 
consistent with financial stability, all endeavors will be made to keep the defi 
in the ROK budget which is due to the heavy defense expendit at a minimum 
to reduce the relief element in the aid program nd to arrange investment 
such a manner that, due regard having been given to the importance of selecti 
essential investments, a maximum feasible share of the total cost can be borne by 


funds derived from current income, profits, and sa 

It is expected that the process of economic reconstruction and financial stabili 
zation, now initiated by common ROK-UN efforts, will sueceed and make possib] 
the establishment by the Republic of Korea of a valid exchange rate of the hwar 
prior to June 1, 1954 Until this date or until the establishment of a valid ey 
change rate, whichever is the earlier, the conversion rate of 180 hwan=$1 will 
continue to be used for the purpose of reimbursing for U. N. hwan drawings and 
will also be used for the purpose of making counterpart deposits against all aid 
goods and services that have arrived since August 28, 1953, or will arrive in ft 
future To the largest extent possible and as soon as feasible, this conversion 
rate will be used in pricing imported goods and services as well as exports 

Counterpart deposits at the rate of $1 180 hwan will be made by the Gover! 
ment of the Republic of Korea for all aid goods and services made availabl under 
the program. The counterpart fund will be administered by the Combined 
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Ke ‘ c Board ha vie of covering the legitimate financial needs of pro- 
ra 1 and unprogramed it ents as well as of covering eligible expenditure 
te the ROK budget and agreed subsidies on s 1 aid goods as may be dis- 
tribut of cha rat prices | $1 rate, it being under- 
tood t} lecisions cones f ‘ he counterpart fund which 
el iby UNKRA financed et to the approval of the 
Wit ( eral of UNKRA All « ie Bank of Korea and the 
nmercial banks, other than ths ose of making counterpart 
ey . cl exce f the I nm Sept mber 15, 195: 5 
I t based on the iota for ‘ xpansion set from time to 
me } he Combined Eeonomic financed through with- 
ray f 1 the counterpart fund as long as the latter shows a balance. 
| ds collected from the sale of aid goods and services and from the sale of 
ood d services imported for foreign exchange owned by the Government of 
the Republic of Korea, that |} arrived since Augus 1953, or will arrive in 
the ir ill be deposited a collection account collection account will 
be used exch ely to reduce the indebtedness of the Government of the Republic 
f Korea to the Bank of Korea 
Chis prograr ill be carried out by skillful and vigorous action as the actual 
( e of developments unfold Flexibility in administering the program will be 
mbined th the firm resolution to achieve the goals of the program. Prior to 
the a ial initiation of the pr rramed projects the Combined Economic Board 
will determine wv | tain their original economic usefulness and financisl 
I in the lent developments 
quantitat ns of the program are as shown in the attached 
os 
} i] yea 195 nlegrated Ko ea reconstruction program, J aly JS 1958, to June 0, 
1954 
{ ed State ollars ir llions 
Cat Pr n Total 
ligations wrivais 
I t $198 $85 
1) ary ort 32 120 
Pro on ind a tance ( 120 
1. Cor ities 148 150 
Tota 628 475 
Not! It ( at nto $628 mi im «dé on an additional 
ppropria ri 3 ( e | ve] ‘ 4 41 contributions of ap- 
roxi te M401 { KA i at I the program also depends 
ae t ition t $12 fROK f 1 1 : foreign private con- 
e arrivy expect i t ar a] r the fiscal year 1953-54 
pr 1 us ar! ils fun ( 
Fiscal year 1954 Korea st ition program—Balance of monetary factors 
i 
INI ATIONARY FACTORS 
1. Budget deficit of the defense account 36 
2. Hwan cost of programed investments 8 
3. Increase in unprogramed hwan investments 7 


Total 
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Fiscal year 1954 Korea stabilization program—Balance of monetary facto LS 
[Hwan billions] 


COMPENSATORY FACTORS 





1. Import commodity sales (including proceeds from drawdown of ROK 
FOREX reserves 2 
2. Noninflationary increase in money supply 15 
}. Investment funds provided from income or earnings for programed ir 
3 


vestments 















1. Increase in savings 
Total 1 
\ [ if increase I fiw! ‘ ‘ 
u he ] f available gi i that the ve ( v 
“ I vy tl I If tl ptior I t x] 
I Bo 1 perio ‘ juota for fl y cred 
" 1 sl of the HW] nt I I ) ount, itt - 
0 ) vould allow a higt lv 1. If the sum] ! rt 
} re tha rv is the t f t} re } ead 
2 t the 1 » betwee lollar cc i hwa V ent | “ 
2 ym eart ind income would be 12 percent | 
hw mm th ) i y worth of ar | I ’ 
ter nT \ 1 he fel rg , : $y } 
vO I $1=H W16 If nge any r 
efic i : ‘ ompensa | , e 
: of fir is I tl © I 1 Kx ce] 1 ( t 
t effect of the changes would be an inflationary unbalance, will review I 1, 
increase the price of a unt of leabl co he possibi sing ds 
m or by borrowing from nonbank ources and thereby sa ard tl I f cial 
If the financial facto hould develop more favorabl tha »w expected, the Co ed 
Economie Board will take steps to enlarge the investment program 


ATTACHMENT D, SupPpLEMENTAL CRIK PROGRAM 


CoMBINED Economic Boarp, 
Unirep Nations CoMMAND, Repusiic oF KoREA 
Auaqust 26, 19453 


CEB—P-—53-306. Agreed September 12, 1953. 
CEBORC. Agreed August 27, 1953 
JoInt PROPOSAL—SUPPLEMENTAL CRIK PROGRAM 


1 items (enclosure No. 1) 


$24 million 


1. It is proposed that the attached list of propose 


as a supplemental CRIK program for fiscal year 1954. 





pe approv ed 





2. Justification for the above materials has been reviewed by the special working 
group of the overall requirements committee and the ROK Office of Planning and 
t is recommended by CEBORC that procurement action be taken immediately 
to insure delivery at the earliest possible date 


}. It is proposed that the attached list of FOA items (enclosure No. 2) for the 


ju ul year 1954 be approved for priority procurement out of t 
million allotment of FOA funds. 

1. Detailed justifications of the above FOA items are now being prepared and 

ill be presented to CEBORC for review by the ROK Office of Planning Tech- 





Wil 
nical staffs have been directed to work out necessary speci 





details. 
5. A list of FOA items that have already beer 
closure No. 3. 





con 








Supplemental CRIK program, r 


RELIEF AND 


CEB-—P-53-306 


quirements for fiscal year 


Items 
l. Soy bea 9 000 
2. Raw sugar (5,000 
s. Salt, solar or crude 50,000 metric tons 
1. Molasses (30,000 metric tons 
5. Creosote 
6. Tallow (2,000 metric tons 
7. Pulp 
8. Hides and skins (500 metric tons 
9. Manila fiber (1,000 metrie tons 
0. Coal-tar piteh (20,000 


Raw wool 
Coal 
Rayon yarn (1,200 metr 
Cotton yarn 1,200 metr 
5. Dyestuffs and chemicals 
6 Pesticides 

7. Woolen yarn 

8. Medical supplies and eq 


w~wdwo— 


Subtotal 


19. Reserve for contingency 


Total 


FOA 1 
Items 
Freight ears i 
Automotive spare parts 
Harbor and coastal vesse! 
Power development 
Telecommunications 


tt Goto 


6. Construction materials 
7. Fertilizer 160,000 metric 
8. Iron and steel items. 
9, Nonferrous metals 

Total FOA to be proc 
10 POA already requested 


11. Overhead cost 


Subtotal 


FOA ¢ 
Items 
l Barle 
2. Rice 
». Cottor raw 
1 Ra rubber 


50,000 metric tons 


c tons 


ic tons 


ulpment 


CEB-—P-53-306 


lems first quarter fiscal year 1954 


Hwachor 


for procurement 


or shipped 


CEB-—P-53-306 


? 
3 previous 


’verall Requirements Committee 
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/ committed for shipment 


1954 ending June 30, 1954 


$1, 200, 000 
575, 000 
625, 000 
840, 000 
300, 000 
100, 000 
900, 000 
300, 000 
600, 000 
700, 000 
500, 000 
1, 000, 000 
2, 160, 000 
2 400, 000 

800, 000 

300, 000 
1, 650, 000 
3, 000, 000 
18, 250, 000 
5, 750, 000 


24, 000, 000 


FOA 


$12, 000, 000 


1, 000, 000 
6, 000, 000 
500, 000 
000, 000 
7, 500, 000 
9. 600, 000 
1, 000, 000 

250, 000 


1, 
l, 


39, 850, 000 


9, 950, 000 
200, 000 


10, 150, 000 


50, 000, 000 


Value 
$900, 000 
2, 300, 000 
3, 250, 000 
1, 500, 000 
2, 000, 000 


9, 950, 000 





ot 
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ATT ACHMENT I. Tae Economic REHABILITATION PROGRAM OF THE REPURLIC OF 
KoREA ($628 MILLION PRoGRAM), Unirep Srates FiscaL YEAR 195 


Office of Planning, Republie of Korea, September 29, 1953 


INDEX 
I. Recapitulation 
\. Summary 
B. Summary by major category 
II. Detailed program of investment 
Il. Detailed program of commodities 
IV. Detailed program of direct military support 


I. ReECAPITULATION 


A. Summar 





/ 
[In thousands of Unit State 1 
Dollar cost of supplic nd equipment 
7 
Item U.N ROK lotal 
Percent Value Percent Value Percent Value 
» mane 
1. Investment. -- 35 178, 500 lf 19, 504 32 198, 000 
2. Direct military support. 2¢ 132, 000 21 132, 000 
3. Commodities 
Salable commodities 27 136, 485 84 102, 500 38 238, 985 
Relief 12 59, O18 | 9 50 O15 
| 
Total. 100 506, 000 10K 122, O06 100 628, 000 
Priority 
Item \ B C 
Percent Value Percent Value Percent Value 
1. Investment 25 100, 000 57 60, 000 3( 38. 000 
2. Direct military support 34 132, 000 
3. Commodities 
Salable commodities 31 121, 460 4] 44,040 | 57 73, 485 
Relief 10 40, 540 2 1, 960 13 16, 515 
Total 100 34, 000 | LOO 106, 000 | 100 128. 000 
| 
B. Summar Vy by major category 
{In thousands of United States dollars 
United States dollar cost of " : 
supplies and equipment Priority rating 
Category and project 
o U. N ROK Total A B Cc 
I, Agriculture and natural resources--- 13, 950 1,000 14, 950 &, 200 1, 200 4, 750 
II. Health and sanitation ., 500 4, 500 4, 000 500 
III, Education 12, 600 12, 600 3, 000 5, 400 4, 200 
IV, Transportation, communications, 
¥ power, public work 105, 250 6, 000 111, 250 46, 250 46, 300 18, 700 
V. Industry and mining 42, 200 12, 500 54,700 | 38, 55¢ 6, 300 ), 80 
VI. Public administration 
VIL. Relief 59, 015 59, O15 40, 540 1, 96 16, 
VIII. Maintenance of civilian supply (sal- 
j able commodities 136, 485 162,500 | 238,985 | 121, 460 44,400 | 73,48 
IX. Direct military support 132, 000 132, 000 132, 000 
Total 506, 000 122, 000 628,000 | 394, 000 106, 000 | 128, 000 


| — 
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II. DeraILeED PROGRAM OF INVESTMENT 


[In thousands of United States dollars] 


United States dollar cost of 


14 supplies and equipment 
Category and projects oe 


rating ee eran 
U.N. | ROK | Total 
= —— -—- —-- . - — - _ | —— —_— oe —— 
I. AGRICULTURE AND NATURAL RESOURCES 
Irrigation and land reclamation _. A 5, 200 | | 1 5, 200 
Agricultural extension, research, and education... Cc 1, 350 a 1, 350 
Reconstruction of grain storage warehouses_- A 2, 000 a 2, 000 
Forestry ; B 800 | 800 
Construction of fishing boats A 1, 000 21,000 
Fishing boats C 3, 400 3, 400 
Rehabilitation of ice plants__. B 700 x 700 
Rehabilitation of fish canneries__. B 500 : 500 
Subtotal ‘ os ae = 13, 950 1, 000 14, 950 
Il. HEALTH AND SANITATION 
Rehabilitation of hospitals - - - ; . bine A 900 : 900 
Do Cc 500 500 
Rehabilitation of vaccine and serum laboratory 7 A 600 600 
City waterworks ‘ ‘ sf A 2, 500 2, 500 
Subtotal... ; aa : a aac 4, 500 4, 500 
II. EDUCATION 

Educational institutions - - --- A 3, 000 a 3, 000 
Do - B 4, 200 | 4, 200 
Do . Cc 4, 200 . 34,200 
Social welfare facilities : t B 1, 200 41,200 
Subtotal - - peentine 2 12, 600 12, 600 

IV. TRANSPORTATION, COMMUNICATIONS, PUBLIC POWER WORKS 
Railway, construction completion. A 3, 500 | 3, 500 
Rehabilitation of railway facilities_- A 2, 800 ae 52 800 
Railway rolling stock A 13, 100 | ‘ 13, 100 
Do. . ‘ B 10, 000 | 10, 000 
Do. 7. ; Cc 1, 000 1, 000 
Mukho Harbor development.-- A 300 |_. 300 
Rail station warehouses ‘ A 1,000 | 1,000 
Streetcars - - . B 1,100 | | 1, 100 
Do ‘ C 1, 000 1, 000 
Cargo vessels (coastal) B | 1, 500 | 1, 500 
Rehabilitation of railway hotels Cc | Lest 
Rehabilitation of communication facilities_- A 2, 700 | -.| 2, 700 
Do. " i B 3, 800 | oa 3, 800 
Cargo-handling facilities___- A 1, 000 | ‘| 1,000 
Dredging, harbor and port facilities : A 4, 300 | | 4, 300 
Do. peamaanites caressa B 6, 700 aca 6, 700 
Do. ices sa Cc 2, 600 | 2, 600 
Roads and bridges. - | A 4,800 | | 4, 800 
Do. | Cc 2, 700 | | 2, 700 
Reconstruction of auto-repair shops- -. A 1, 000 1, 000 
Flood control B 4, 400 | 4, 400 
Fishing-harbor facilities_ B 600 600 
Do. Cc 400 | 400 
Reconstruction of city streets. | B 1, 200 | 1, 200 
Do-_- ; Cc See 800 
Rehabilitation of power-generating facilities_ A BME Ia csciake 7,300 
Development of power-generating facilities B 13, 000 | 1,000 | 14, 000 
Do. i me PRR IID EES cA OE | Cc ! 7,000 |... oe 7, 000 


1 Assumes an UNKRA carryover from fiscal year 1953 of $1,024,000 which offsets total fiscal year 1954 
requirement of $6,224,000. 

2? Assumes an UNKRA carryover from fiscal year 1953 of approximately $1 million which offsets total 
fiscal year 1954 requirement cf $2 million. 

’ Assumes a UNKRA carryover from fiscal year 1953 of approximately $6 million which offsets in part 
total fiscal year 1954 requirement of $19,320,000. 

4 Assumes a UNKRA carryover from fiscal year 1953 of $300,000 which offsets the fiscal year 1954 require- 
ment of $1,500,009. 

5 Assumes an UNKRA carryover from fiscal year 1953 of approximately $1,200,000. 





— 


————— 
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Il. DeTaILED PROGRAM OF INVESTMENT—Continued 


{In thousands of United States dollars] 


Category and projects 


IV. TRANSPORTATION, COMMUNICATIONS, PUBLIC POWER 
works—continued 


Rehabilitation of power-transmission facilities 
abilitation of Government buildings 
Rehabilitation of broadcasting facilities 





Subtotal... 


V. INDUSTRY AND MINING 

Cigarette plant 
Saltern plants. 
Fertilizer plants 
Cotton textile plants 
Woolen textile plants 
Textile plints (others 
Cement plint 
Flat-glass plant 
Rice paper mill 
Banknote paper mill 
Paper mills (rehabilitation) 
Automobile tire plant 

Do 
Rehabilitation of iron and steel plant 
Rehabilitation of machine tool plant 

Do. 
Rehabilitation of oriental chemical plant 
Reconstruction of dynamite plant 
Construction of motorcycle manufacturing plant 
Communic: tion equipment factory 
Miscell ‘neous small industry supply 
Rehabilitation of grain-polishing mills 
Rehabilitation of flour mills 
Rehabilitation of fish-net manufacturing plant 
Rehabilitation of sl: te plant 
Rehabilitation of brick and tile plants 
Rehabilit tion of printing plants 
Rehabilitation of celluloid plant 
Rehabilit ‘tion of rubber products plants 
Rehabilit tion of coal mining 
Rehabilitation of other mining 


Subtotal 


Total 


6 Assumes an UNKRA fiscal year 1953 carryover of $3,600,000 which offsets total fiscal year 1954 require- 


ments of $8,050,000. 


United States dollar cost of 
supplies and equipment 


Priority 

rating oe — 

U.N. ROK Total 
A 4, 450 8 4,450 
( 1, 200 1,000 2. 200 
B 3, 000 3, 000 
105, 250 6, 000 111, 260 
A 2, 500 2, 500 
\ 500 500 
\ 12, 000 150 12, 150 
; j 3, 200 3, 200 7 6, 400 
Cc 700 700 
4 5, 500 55, 500 
\ 1, 000 1, 000 
A 1, 400 1, 400 
A 1, 500 1, 500 
C 700 700 
B 400 406 
C 500 500 
A 1, 000 1, 000 
B 1, 500 1, 500 
C 550 550 
B 400 400 
B 400 400 
Cc 400 400 
B 1, 000 1, 000 
Cc 1, 550 3, 250 * 4, 800 
B 1, 000 1, 000 
Cc 500 500 
A 100 100 
Cc 200 200 
( 200 200 
Cc 300 300 
Cc 400 400 
( 300 300 
6, 500 6, 500 
B 1, 600 1, 600 
42, 200 12, 500 54, 700 


| 181,500 | 16, 500 ~~ 198, 000 


7 Requirement of $6,400,000 developed with prior knowledge of UNKRA fiscal year 1953 carryover of 


2,300,000 
§ Assumes an UNKRA fiscal year 195% carryover of $225 
* Assumes UNKRA fiscal year 1953 carryover of $330,000. 





,000 for rehabilitation of existing Samchok plant, 
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ATTACHMENT IF, PREPARATION OF PRoJectT LIsTINGS 


Orrice oF THE UNC Economic CoorpiInaTorR FOR KorEa, 
1PO 301. September 26. 1953 





ir Ky lis 2 A x Progr Officer 
Su Preparat f Pre List 
1 The pur} e of th memorandum 1s to outhne the steps necessary to prepare 
a list of individual projects for both fiscal vear 1954 and 1955 based on a technical 
revic by KCAC and UNKRA consultation with ROK 
2 The follo ne table ne he distribution of funds as between fields of 
a t s agreed by working group No. 3 for fiscal vear 1954. The column 
an the ciehi licates the age ») assume responsibility for preparing a list of 
spe f nroiect nd recommending amounts to be applic 1 to each project as in 
parag > | 
Pat ] 
AT { 
: Ag y re I eal Fiscal year 
1 } j 4 195 
I A) Ir at ind fl UNKRA $16, 1 $16, 000 
. ; 1 1 } KCA( RA 1, 500 
' N 
H i sanitat KCAC 5 200) 2, 500 
UNKRA 11, 401 10, 000 
4 Sins 1 } rk KC A( 69, 7H 25, 000 
[\ I UNKRA 15 20. OOO 
r UNKRA 4, 106 20, 000 
V Pu I I KCA{ , 200 5, 000 
bt 198, 000 100, 000 
VII. Rel KCA( ] ( 
V | Ma u 7 I KCA( 938 GS 170, OO 
1X ) KCA( 132 100, O04 
628. 0 370. 000 
I RO 
fiscal year 1955 has been tentatively planned at 


to be distributed among the first six fields of ac- 
lish this, KCAC and UNKRA in their respective 
prepare a list of specific projects on the basis of 
d ROK consultatior 

1, the projects for each activity field should not 
le I. Jn the case of fiscal vear 1955, KCAC and 
of recommended projects, emphasizing any con- 
showing priority indicators (A, B, ¢ for each 











project. / tal cost of the investment projects in fiscal year 1955 will be 
sere 1 >on to the agreed investment ceiling, tentatively set at $100 
mil rough VI rhe fiscal year 1955 amounts for each field shown 
in lines only If KCAC or UNKRA in their assigned fields of 
res hat a total project cost larger than the guide line figures in 
table tified for fiscal year 1955, additional projects, raising the total 
above figure, should be listed as well. (It is understood, however, 
that projects ms ive to be deferred screened out in order or not 





to exceed the agreed fiscal year 1955 total inves.ument figure 
1. The following format should be followed in submitting the project listings: 
\) Descriptive statement (about 400-600 words) for each activity field (1 
through VI) coverings al year 1954 and fiscal year 1955 according to the 
following outline 
1) Problem in field of activity. 
Objectives and progress 


3) Existing ROK or U. N. financed projects already underway. 











mA 
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ht hed © 


(B) Project table: 


Dollar cost 
heats aien Priority Description 
Project name A, B, ( (4 linea) arene 
Fiscal year 1954 Fiscal year 1955 
Total cost of projects not to See table I for ide line 
exceed table I for each totals for each activity field 
utivity field in fiscal year 19 


5. In preparing the project listings per paragraph 4 above, it should be borne 
in mind that while only a short description of each project is needed now, a 
ce tail d technical justification will be needed later d ring October 

6. In preparing the projects, technical service contracts should be listed 
separately, in categories | through VI, for example, contracts with United States 
universities, a firm to improve statistical methods, et cetera 

7. Activity fields VII, VIII, and IX should be treated differently from the 
investment cate rories, KCAC should check the commodity requirements con- 
tained in the proposed program of September 21 (fiscal year 1954 program 
prepared by working group No. 3 with appropriate technical experts to deter 
mine if the comma lity requiren ents are adequate or overstated No de scriptive 
statement is needed for fields VII, VIII, and IX, but a statement (about 4 to 5 
lines) is required to indicate the intended use for each commodity. 

8. The project listings per paragraph 4 above, should be submitted to the 
Coordinator Dy UNKPA and KCAC not later than the close of business Wednes- 
day, September 30. This is an urgent deadline owing to Washington’s need for 
a detailed submission to the Bureau of the Budget 


ATTACHMENT G. UNITED States Fiscatr YrarR 1955 INTEGRATED KOREA 
RECONSTRUCTION PROGRAM 


TABLE ¢ United States fiscal year 1956 integrated Korea reconstruction program 


Millions of dollars] 


Pipeline otal otal 
Program from fiscal fiscal 








Progran 

Category bliga- . an : 
sd tio! arrivals fiscal year 1955 | year 1954 

ons . ' 
— year 1954) arrival rivals 
1. Investment 10 30 120 150 85 
2. Direct military support 10 8 x) 10 20 
Salable production and consumption commodities 170 120 RO 200 200) 
4. Nonsalable commodities and invisibk 120 Ss 20 l ) 
Total 190 320 240 560 475 


Notes.—1, The program import total of $490 million assumes ROK foreign exchange availabtlity of $120 
million and external assistance of $360 1 ) No drawdown of ROK foreign exchange reserves is assumed 

2. The investment allowance of $100 million consists of $60 million external assistance and $40 million 
ROK foreign exchange. Pipeline arrivals of 80 percent of the fiscal year 1954 investment program are 
assumed. Program arrivals of 25 percent are assumed for fiscal year 1955 

3. Direct military support of $100 million is a reduction of $32 millioa from the previous year’s program. 
Program arrivals of 85 percent are assumed 

4. Program arrivals on salable aid commodities are assumed at 79 percent 

5. Nonsalable commodities and invisibles of $120 million consists of $90 million ROK foreign exchange 
and $30 million external assistance. A 70-percent program arrival factor is assumed. No relief imports are 
assumed above, but an inquiry is being made as to the feasibility of discontinuing relief in fiscal year 1955. 
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TABLE II United State scal year 1977 Korea stabilization program—Balance 


of monetary factors 
[In billions of hwan] 


INFLATIONARY FACTORS 


1. ROK budget. deficit 38. 0 
2. Hwan cost of programed investment in plant and equipment is. 5 
3. Increase in U. N. programed investment and inventories 1.5 

Tota 56. 0 


COMPENSATORY FACTORS 
1 Import commodity sales 36. 0 
2. Progr Oo 
3. Unprogramed investment funds provided from sa gs 3. 0 
4. Permissible increase in money supply 10. 0 


+ 


amed investment funds provided from savir 





Total 56. 0 


Notes.—1l. Budget expenditures of H W88 billion and revenues of H W50 billion are assumed 

2. It is assumed that the ratio between dollar cost and hwan cost of investment projects will be 2:1 and that 
contributions from savings will be somwehat over 50 percent of the hwan cost. It is assumed that 34 of the 
cost of unprogramed investment and working capital will be met from savings. 

3. It is assumed that salable aid imports will lead to net collections at an average rate of $1—=H W180 

- rr ible increase in the money supply is based on an increase from approximately H W30 billion 

period to H W40 billion at the clos« The 44 increase is assumed to coincide with an 
“r the year in the volume of goods and services available 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, dD August 6, 1958 


MEMORANDUM FOR THE PRESIDENT 


Subject: United States organization for economic aid activities in Korea 

Concurrently with National Security Council consideration of economic aid 
for Korea, the Bureau of the Budget has been developing recommendations for 
the organization for United States and United Nations economic assistance 
activities in Korea. The attached memorandum prescribing the United States 
organization for all economic aid in Korea, including the proposed program which 
would use savings resulting from the truce, was developed by the Bureau with 
the assistance of the agencies concerned and h 

The Tasca mission recommended the continuation of the concept of a Presi- 
dential representative for Korean economic affairs, serving under the commander- 
in-chief of the United Nations Command as long as Korea remains a military 
theater. Although the Economic Coordinator provided for in the attached 
memorandum would not be a Presidential representative, the other agencies 
concur with us in the belief that he would have adequate authority, responsibility, 
and prestige to mold the several assistance activities into an effective program 

The proposed organizational arrangements are designed to give effect to the 
following conclusions: 

1. The present responsibility of the commander-in-chief of the United Nations 
forces for the security of Korea requires that we have overall responsibility for 
all United Nations and United States activities in that country, including econ- 
omic programs for relief and rehabilitation. 

2. There will remain in Korea United States military units whose services and 
facilities can be used in Korean reconstruction. Such resources, insofar as they 
are available, should be utilized for relief and rehabilitation wherever this is 
feasible and is advantageous in terms of an efficient or economical operation. 

3. A clear-cut division of activities should be established to the maximum 
feasible extent among the United Nations Korean Reconstruction Agency, 
civilian relief and United States rehabilitation, so that wasteful duplications are 
avoided and the operations are closely coordinated. 

1. In order to achieve integrated planning and execution of all economic activi- 
ties in Korea, a single individual, under CINCUNC, should be delegated the 
function of programing for and supervising the implementation of such activities. 
This officer should be delegated the function of providing assistance to the Repub- 
lic of Korea on fiscal and economic matters, and should represent the Foreign 
Operations Administration of Korea. 





the concurrence of those encies 
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5. For these purposes he should have a staff and authority to utilize employees 
of FOA and Defense, and such UNKRA personnel as may be provided on a 
nonreimbursable basis. 

6. The Foreign Operations Administration, through the Unified Command, 
should backstop Korean relief and rehabilitation programs in Washington, and 
should develop integrated programs for submission to the President through the 
Bureau of the Budget. This is consistent with the recommendations in the 
Tasca report. 

7. United States procurement should be handled through the existing chan- 
nels—agency or otherwise—deemed most favorable. Particular emphasis should 
be given to developing Korean commercial channels. 

8. The United States should support the UNKRA program. It is agreed by 
the agencies concerned that coordination of United States economic activities 
and UNKRA activities can be achieved best by United States representatives 
seeking an understanding with the Agent General of UNKRA that the Unified 
Command, in consultation with UN KRA, will be responsible for: 

(a) Determination of overall requirements and priorities; 
b) Allocation of responsibility for appropriate fields of activity and 
projects to the various implementing agencies; 
c) Determination of policies on pricing and credit and on local currency 
and its allocation ; 
d) Negotiations with ROK on broad policy and program matters, and 
such other matters, as may be agreed, on behalf of UNKRA; 
e) Deployment of persons made available by UNKRA to avoid dupli- 
cation in the planning or operation of assistance programs; 
and that the Agent General of UNKRA will accept and implement such deter- 
minations and negotiations to the maximum extent consistent with the fulfillment 
of the UNKRA mission as determined from time to time by the General Assembly 
of the United Nations. 
It is recommended that you approve the attached memorandum. 


Jos. M. Dope! ’ Director. 


MEMORANDUM ON THE UNITED SraTeEs ORGANIZATION FOR Economic AID 
ACTIVITIES IN KOREA 
Avaust 7, 1953. 

1. The development and supervision in the field of an integrated program of 
economic aid as a basis for Korean relief, rehabilitation, and stabilization is a 
responsibility of the commander in chief of the United Nations Command 
(CINCUNC) until such date as the Unified Command may determine. During 
this period, CINCUNC will be responsible for the coordination of military activi- 
ties with the economic aid operations of the United States Government in Korea, 
those of the United Nations Korean Reconstruction Agency, and donations from 
voluntary agencies, and he will, in turn, assure the coordination of the foregoing 
activities with the activities of the Government of the Republic of Korea pursuant 
to existing or future agreements. (It is understood that during this period a 
significant portion of the program will be provided through the utilization of 
services and facilities of United States military units.) With reference to 
UNKRA, the supervision or coordination referred to above and in 4 (a) below 
shall be consistent with any agreement or understanding between the Agent 
General of UNKRA and the Unified Command. 

2. An Economie Coordinator will be established on the staff of CINCUNC in 
Korea, as his senior economic staff member. 

3. The Economic Coordinator, who will carry the personal rank of Minister, 
will be appointed by the Director of the Foreign Operations Administration, sub- 
ject to the approval of the Secretary of State, the Secretary of Defense, and 
CINCUNC. The salary of the Economic Coordinator will be paid by the Foreign 
Operations Administration. 

4. In the execution of his responsibility, CINCUNC will look to the Economic 
Coordinator as his economic adviser, and will delegate to the Economie Coordi- 
nator functions including but not limited to the following: 

(a) Development and supervision of integrated programs of relief, re- 
habilitation, and stabilization, and coordination between military and 
civilian assistance programs. 

(b) Representation of CINCUNC on international or joint bodies dealing 
with Korean economic matters. 

(c) Representation of CINCUNC in consultations and negotiations with 
UNKRA and other appropriate United Nations bodies. 
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1) Representation of CINCUNC and, as may be agreed, the UNKRA 
in consultations and negotiations with the Republic of Korea on economie 
matters 

(e) Development of United States proposals for economic stabilization, 
including those which may be necessary conditions to the provision of 
expanded United States aia to Korea 

f) Collaboration with the Republic of Korea in the implementation of 
agreed stabilization measures 

g) Development and negotiation of policies for controlling the use of 
local currency in all aid programs, including priorities and ellocations of 
such currency for the various projects and operating agencies, and the sale 
of local currency-generating commodities. 





(h) Development, jointly wlth appropriate military staffs, of an agreed 
allocation plan for the use of available transport facil 
Coordination of the procurement channels and delivery schedules for 
the various commodities and projects It is understood that all procure- 
ment, funds allocation and expenditure, project, and contractual methods 
inherent in appropriations language or procedures of the various United 
States and international agencies will apply as prescribed 
Development of policies for the payment of all United States and United 
Nations local employees, and for any nonmonetary assistance given them. 
5. The Foreign Operations Administration is designated as the agency of 
principal interest within the unified command for Korean relief, rehabilitation 
and stabilization, and is assigned the development and direction in Washington 
of Korean relief, rehabilitation, and stabilization policy and programs, subject 
to the responsibilities of other departments and agencies as set forth In the Presi- 
dent’s letter of June 1, 1953. Consistent with paragraph 6, below, FOA also 
will operate FOA-financed activities under its current instrumentalities and 
procedures 
6 TI 


ites 





e Economie Coordinator will be the representative of the Foreign Opera- 
tions Administration for projects undertaken by that agency in Korea. He will 
have: (1) the legal responsibility of assuring performance of operations in accord- 
ance with the provisions of the Mutual Security Act, and (2) authority to make 
administrative determinations normally required by FOA of its field representa- 
tives 

7. The Foreign Operations Administration will have communications with the 
Economic Coordinator, using unified command channels, except that CINCUNC 
may comment on any such message 

8. The responsibilities of the Secretary of State and the Director of the Foreign 
Operations Administration regarding UNKRA and its assistance program shall 
be those set forth in sections 2 and 4 (ec) of Executive Order No. 10458 of June 1, 
1953, as amended 

9, The Economie Coordinator, in carrying out his responsibilities, shall have 
full authority to deploy Foreign Operations Administration and Department 
of Defense staff, and persons made available by UNKRA, in a manner designed 
to avoid duplication in the planning or operation of ecopomic-assistance programs. 

Approved: 

[s] Joun Foster DULLEs, 
Department of State. 


s]} G. M. HumpnHrey, 
Department of the Treasury. 
fs} C. E. WILSON, 
Department of Defense. 
[s] Haroup E. STaAssen, 
Foreign Operations Administration, 


x 


Approved (August 7, 1953): 
{s) D. E. 
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United Nations KorREAN RECONSTRUCTION AGENCY, 
fugust 14, 1945 
Hon. C. TyLterR Woop, 
Economic Coordinator, 


Washinaton D ( 


Dy AR Mr Woop: I am prepared to present to the Advisory Committee of the 
United Nations Korean Reconstruction Agency for its advice my views, which I 


f 


understand you share, with respect to the following matters. 

It is my view that the relief, rehabilitation, and stabilization programs being 
undertaken in Korea by the United Nations Korean Reconstruction (gency, 
the United Nations Command, and the United States should be coordinated to 





the maximum feasible extent as ment parts of an overall program. It 
appears to I llow from this view that on the basis of the memorandum of inder- 
standing between the United Natior Korean Reconstruction Agency and the 
United Nations Command, as applied to present circumstances in Korea, the 
coordinating function should be exercised by the EKeonomie Coordinator serving 
on the staff of the commander in chief of the United Nations Command 
(Accordingly, it is my further view that the Economie Coordinator, in consulta- 


tion with the United Nations Korean Reconstruction Agency, should be respon- 
sible for the determination of overall requirements and priorities, the allocation 
of responsibility for appropriate fields of activity and projects to the various 
implementing rencies, and the determination of pe licies on pricing and credit 
and on local currency and its applicatio It is understood that the local currency 
resulting from the Agenecy’s program will be deposited in an account, withdrawals 
from which must receive the approval of the Agent General In connection with 
the mentioned responsibilities of the Economie Coordinator, it appears appropriate 
that, unless otherwise 





greed by you, negotiations with the Korean Government on 
broad policy and on broad program matters be condueted by the Economie 
Coordinator on behalf of the United Naticns Korean Reconstruction Agency; 
it being understood that the Economie Coordinator will consult econeurrently with 
the Avency with respect to such negotiations Further, in order to avoid d ipli- 
cation in the planning or operation of assistance programs, the Economie Coordi- 
nator should be authorized to manage the deployment of such personnel as may 
be seconded by the United Nations Korean Reconstruction Agency to the IT nited 
Nations Command. 

I would be willing to accept and implement determinations mace by the Eco- 
nomic Coorcinator with respect to the matters mentioned above to the maximum 
extent which I, with the advice of the Advisory Committee of the United Nations 
Korean Reconstruction Agency, deem to be consistent with the fulfillment of the 
mission of the United Nations Korean Reconstruction Agency as Cetermined from 
time to time by the General Assembly of the United Nations. 

This letter relates to the relationships between the Economic Coordinator and 
the United Nations Korean Reconstruction Agency. Of course you and I undcer- 
stand that it is our mutual purpose to work in the closest collaboration with the 
Government of the Republic of Korea on these matters in assisting that Govern- 
ment to accomplish the rehabilitation of the Republic of Korea. 

Sincerely yours, 





Joun B. Couttser, 
Lieutenant General, USA (Retired . 
Agent General. 


OFFICE OF THE UNC Economic CoorDINATOR FOR KOREA, 
APO 301, September 8, 1953 
Joun B. Courter, 
Lieutenant General, United States Army (Retired), 
Age nt General, United Nations Korean Reconstruction Aae ncy, 
Seoul, Korea. ‘ 

Dear GENERAL Coutter: I have studied your letter of August 14, 1953, setting 
forth your uncerstancing of the arrangements to prevail between UNKRA and my 
Office with respect to economic-assistance programs being undertaken in Korea by 
your organization. 

I am in accord with the understan’ings expressed therein and am sure that any 
questions or problems arising in the future and not covered in your letter can be 
reac ily resolved to our mutual satisfaction. 

I would like to express my sincere appreciation for the helpful and cooperative 
spirit which you have shown in our initial approach to the manifold problems 
which we face in Korea 

Sincerely, C. TyLeER Woop, Economic Coordinator 
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OrFriceE oF THE UNC Economic CoorpDINATOR FOR KorEA, 
1PO 301, September 8, 1958. 

Tr Agent General, United Nations Korean Reconstruction Agency (UNKRA) 

Commanding General, Korea Civil Assistance Command (KCAC 
From: C. Tyler Wood 
Subject: Division of Responsibility between KCAC and UNKRA for Various 

A sme cts of Kore an | conomic Aid Programs 
An economic assistance effort is being undertaken in Korea considerably 
larger in scope and magnitude than any conducted previously by United Nations 


or United States agencies The ne program is to be funded from a variety of 
sources and cover a Var f felds and functions t is necessary that the 
entire economic assistance effort be developed and earried on with the greatest 





possible degree of integration and with an absolute minimum of duplication of 











activity and personnel, assuring, at the same time, conformity with the policies, 
objectives and military requirements of the respective U. N. and United States 
age! 

2. It is, therefore, desirable that areas of responsibility and activity be clearly 
defined It is believed that the following constitute the most economical and 
reasonable bases upon which to proceed in establishing such areas of respon- 
sibilit 


is the responsibilit of the Eeonomie Coordinator to establish overall 
economic and fiscal policies within which economie assistance programs derived 
from UNKRA, DEPTAR, and FOA funding sources are developed and imple- 
mented It is further the responsibility of the Economie Coordinator to present 
economic and fiscal advice to the Government of the Republic of Korea, such 
advice directed toward the achievement of economic stabilization. Finally, it is 
the responsibilitv of the Economie Coordinator to so coordinate the programs 
derived from various funding sources to the end that the tvpes, forms, and 
amounts of economic assistance are so integrated as to achieve the greatest 
possible degree of economic recovery for the money expended and to ensure that 
all | N./United States economic recovery efforts are closely coordinated and 
integrated with the utilization of Republic of Korea resources. Policy and pro- 
gram coordination functions conducted by the Economie Coordinator with 
respect to UNKRA will Fe consistent with the exchange of corr Ss] ondence be- 
tween the Agent General UNKRA and the Economie Coordinator, UNC, dated 
August 14, 1953 and September 8, 1953 Enclosure No. 2 
b) The KCAC and UNKRA organizations already contain a wide variety of 
technica] talent which is susceptible of further augmentation as the need arises 
c) It would be uneconomical and confusing to establish a third (FOA) operating 
organization in Korea. In view of the existence of operating machinery in the 
form of the KCAC and UNKRA establishments these two organizations should 
serve as the operating arms of the economic assistance program with economic 
stabilization and program coordination functions centered in the Office of the 
Economic Coordinator, at the same time recognizing the responsibilitv of 
IUNKRA to its Advisorv Committee These two organizations should develop 
and implement all recovery programs and projects, regardless of funding sources, 
ith 
ROK Government and secondly to coordination and approval by the Saati 
Coordinator. By such a mechanism the responsibilities of the Economie Coor- 
dinator, both to CINOUNC and FOA, are met and at the same time avoiding 
duplication and confusion through the involvement of a third operating program 
d) Insofar as possible, total responsibility for program development and 
implementation within each subject matter field should be assigned either to 
KCAC or UNKRA 


Duplicate or multiple approacl 











ll proposed programs subject first to discussion and agreement with the 


1} hes by different agencies or groups to the 
R¢ KK Government on the same subject must be avoided 

3. In arriving at a definite assignment of r sponsit ility for each major subject 
matter field, the following factors have be en taken into consideration. 

a) The extent of present and past activity in each field constitutes an important 
factor in the assignment of saaiee” Tt one organization has been operating 
in a particular field and with the other organization more or less quiescent the 
concept of not junking a going concern comes into play. 

(b) The extent of relationship with the military forces which is involved to a 
varying extent in some of the subject matter fields is a conditioning factor. This 
may involve either dependence upon the military establishment in Korea for the 
furnishing of certain services such as transportation or the utilization of the 
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military establishment in Korean reconstruction as outlined recently in a Presi- 
dential policy statement KCAC being a military organization is better able to 
secure military assistance than is UN KRA which is a purely civilian organizatio1 
Some of the sul ject matter fields are more suset ptible toa ‘I N appros | 
than others. In some fields a precedent for U. N. activity in Korea has already 
been established such as | NESCO in the field of education 
d) The extent to which UNKRA on the one hand or KCAC on the other has 

















already programed funds for a particular field facilitates somewhat the assumption 
of total responsibility by the agency concerned 

e) Finally, but not least important is the consideration of the necessity which 
UNKREA. faces of obtaining continuing mtributions from member countries 
\ilember countries must be convinced t t UNKRBA is playing iw ll pla 1 real 
and significant role in economic recovery which might not be the case were it used 
purely as a contractor organization. 

f) Obviously the foregoing concepts are not mutually exclusive and the de- 
termination of the assignment of responsibility in most cases involves a balancing 
among two or more of the foregoing plus other special considerations whic} 
apply with respect to specific fields 

t. In accordance with the foregoing the following assignments of responsibilit 
are hereby established. Except as noted below, assignment of responsibility for 
he subject matter field includes responsibility for program and project develop- 
ment and for program and project implementation, in collaboration with the 
appropriate instrumentality of the Republic of Korea Government and in ac- 


cordance with economic policy and programing coordination of the Office of the 


Keconomie Coordinator 


(2) UNKBRA will be responsible for the following fields, including representa- 
tion to the Republic of Korea Ministry or appropriate subdivision thereof indi 
cated in pare! hesi 

1) Industry (Ministry of Commerce and Industry 

2) Fisheries (Ministry of Commerce and Indus Bureau of Fisheric 

3) Mining (exclusive of tungsten mining which should be continued under 
the surveillance of United States agencies Ministry of Commerce and Indus- 


try—Bureau of Mining). 
t) General Education (Ministry of Educatio 
5) Voeational Education (Ministry of Education 
(6) Housing (Ministry of Home Affairs and Ministry of Social Affair 
KCAC will be responsible for the following fields, including representatio 
to the Republic of Korea Ministry or appropriate subdivision thereof indicated i 
parenthesis 
1) Transportation (Ministry of Transportation 
2) Communications (Ministry of Communications). 
3) Publie Works (Bureau of Construction, Ministry of Home Aff: 
} telief and Welfare (Ministry of Social Affairs 
5) Asupply and Cistribution service with particular emphasis upon move- 
ment control of aid material funded from CRIK, UNKRA, and FOA sources 
Office of S ipph 
5 V ith respect to power, the follo Ving arrangements will pre vail 
(a) Responsibility will be vested in UNKRA with the exception of the Hwachon 
project, W hich will be vested in KCAC 
b) With the exception of 2 or 3 people whom KCAC will reserve to assist in the 
Hwachon project, the KCAC power rehabilitation team will be detail 
UNKRA, and under the direction of UNKRA, carry on the implementation of 
the rehabilitation program covering the 17 projects being funded by UNKRA 
c) In other worcs, assignment of responsibility of the power field to UNKRA 
, Which will be imple- 
mented by KCAC supplemented by whatever assistance is available from the 
Kighth Army or other military authorities. 
(d) UNKRA will deal with the Bureau of Electricity, Ministry of Commerce 
and Industry on power matters, except for the H1wachon project. 
6. With respect to agriculture, it is agreed that: 
(a) The functions of flood control, reclamation, irrigation, and forestry will be 
assumed by UNKRA 
(6) All other agriculture functions will be assumed by KCAC inelucing gen- 
eral technical assistance to the Republic of Korea, cesigned to stimulate agri- 
cultural production; establishment of rehabilitation of agricultural training facil- 
ities including agricultural colleges and extension services; importation of fertilizer 


is qualified only by the exclusion of the Hwachon project 
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and all nonrelief food supplies and all other functions usually associated with the 
field of avriculture except those mentioned in (a above 
liaison functions vis-a-vis the ROK Ministry of Agri- 
ilture will be performed by KC A 


General advisory an 





7. Wi respect to Health, it is agreed that responsibility will be given to 
KCAC and that the health staff of UN KRA will be disestablished and made avail- 
ble to KCAC on either a detail or emplovment basis as determined in each indi- 

lal cé It is further understood that insofar as the health program as devel- 
oped by the KCAC and ROK Government involves construction of rehabilitation 
of structures such as hospitals, clinies, ete , UNKRA will be responsible or engi- 
ee! ces for the ir mentation of such projects, including the furnishing 
of pert or all of the necessary initial furnishings and equipment In the rendering 
of such s ices, UNKRA will act purely in an implementing capacity with respect 
o engineering and construction, and anv negotiations with the ROK Government 
with respect to such reconstr ti will be conducted in collaboration with the 
KCAC Director of Healt! KCAC will deal with the Ministry of Health on all 
health matter 
to advisers to ministries, it is understood that cognizance 
» the Ministry of Commerce and Industry, and the Ministry 
| shift to UNKRA. The cognizance over the adviser to the 
nd Ministry of Finance, and over the adviser to the Bank 





to the Economie Coordinator 





ps or problems which may arise in the area of 
national defense (e. g. programing items of common civilian-military support 
to ROK armed forces) will be handled by KCAC 

10. KCAC will continue to be responsible for continuing advisory functions 
with respect to the Ministry of Justice; likewise KCAC will continue to be 
responsible, in accordance with standing military orders, for observing and 
reporting to CINCUNC on korean political affairs 

11. To the extent not otherwise assigned or delgated above, or assigned or 
delegated in the future, any miscellaneous areas of activity or relationships 
with ROK ministries will be channeled through KCAC 

12. With respect to public administration, it will be the responsibility of 
technicians in the various subject matter fields to advise and assist the ROK 
Government in improving the quality and efficiency of the publie services in 
each such field (e. g. a system of crop and livestock reporting in the field of 
agriculture; improved vital statistics in the field of health; ete.) It is not 
planned at this time to create a separate organizational unit to program and 
render assistance in public administration, as such. 

13. A public information program of considerably increased scope and em- 
phasis is planned with the objective of informing the Korean people of the true 
extent of assistance from United States and U. N. sources. UNKRA will con- 
duct an information program of its own designed to inform the Korean people 
of assistance rendered under U. N. auspices. However, United States and 
U. N. informational programs will be coordinated in terms of avoiding duplica- 
tion, contradiction and competition. In this respect, the Chief of the KCAC 
Office of Information will serve in a dual role serving directly under the Eco- 
nomie Coordinator with regard to coordination of information policies pertaining 
to United States aid programs, but carrying out the operational aspects of the 
information program under the direction of commanding general, KCAC 

14. Civilian personnel performing the various technical functions discussed 
above will be transferred to the organization given responsibility for the func- 











tion under the new arrangement. At the present time a considerable number of 
the KCAC professional personnel are employees of UNKRA but detailed to 
KCAC. In other cases military personnel or civilian employees of the Depart- 


ment of the Army are performing technical KCAC functions. In implement- 
ing the new arrangement UNKRA employees now assigned to KCAC to perform 
functions which now go to UNKRA will be transferred back to UNKRA. Where 
UNKRA employees are now performing functions for UNKRA which go to 
KCAC under the new arrangement, the UNKRA employees will be detailed 
to KCAC. Subject to budget allowances and available spaces, KCAC may 
offer permanent employment to such of these personnel who are United States 
nationals and who meet other personnel requirements of the Department of 
the Army. 
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15. UNKRA will continue to maintain liaison with private voluntary agencies 
desiring to contribute to or sponsor projects designed to facilitate econo 
recovery in Korea. However, with respect to those subject matter fields assigned 
to KCAC, the functions of UNKRA will be confined to lis 
agency, referring the agency to appropriate KCAC off 
cussions and negotiations 

16. Enclosure | presents in chart form the organizational arrangements described 
in this memorandum. 

17. It is requested that you proceed with appropriate steps to implement the 
organizational arrangements and assignments of responsibility indicated herei 
as soon as possible 


Concurrence: 


with the voluntary 
for all further dis 





September 9, 1953: [s] Joun B. CouctTer, 
Agent General, 
Ty ted Nations Korean Recor fructio7 Ag ne 
September 8, 1953: [s] Homer Casg, 


' , 
( ommane ing Creneral, 


Korea ( issistance Command 
Approved: 
September 14, 1953: [s Mark W. CLarK, 
Commander in C] 
Un ted Vatior Con 


Two enclosures: (1) Organizational arrangements among Office of the Eco- 


nomie Coordinator, KCAC, and UNKRA 2) Exchange of corresponde 
between Agent General, UNKRA, and Economic Coordinator, dated August 14 
1953, and September 8, 1953. (One sentence appearing in original docume 


deleted because of classification considerations 
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APPENDIX B 





A Résumé or UNKRA Starr ReGuLaTions 
1. DUTIES AND ORLIGATIONS 


All members of the staff of United Nations Korean Reconstruction Agency are 
international civil servants and their responsibilities are not national but exclu- 
sively international. 


2. APPOINTMENT, PROBATION, AND PROMOTION 


The paramount consideration in the appointment, transfer, or promotion of the 
staff shall be the necessity of securing the highest standards of efficiency, compe- 
tence, and integrity. Appointments are normally for an indefinite period subject 
to the satisfactory completion of a probationary period of 1 year of service. In 
the selection of candidates due regard is given to the maintenance of staff on as 
wide a nationality basis as possible and without prejudice to the inflow of fresh 
talent at the various levels. Staff members of the United Nations and specialized 
agencies brought into relationship with United Nations shall be selected for vacant 
posts in preference to persons from outside. Maintenance of staff on a wide 
nationality basis shall not be a consideration in the recruitment of (1) manual 
workers who shall be locally recruited, and (2) staff members in the clerical or 
general services category. Recruitment must be to fill an established post for 
which a description of duties is available to the recruiting officer. Appointments 
are subject to the satisfactory completion of a medical examination prescribed by 
he Agency. Promotions will be made to fill an established post provided the 
candidate is qualified to perform the assignment. 


3. SALARIES AND ALLOWANCES 


Salary scales are attached 
‘he following allowances are paid: 
For staff permanently stationed in K®rea an annual allowance of $1,800 is paid; 
For married staff there is an annual credit amounting to $200 and a similar 
amount paid for each dependent child. 


4. DEDUCTIONS AND CONTRIBUTIONS 


Deductions may be made from salaries to meet contributions authorized by 
staff members and to reimburse the Agency for the cost of food and services. 


5. TAX REIMBURSEMENT 


Staff members whose salaries are subject to income tax will be reimbursed for 
taxes paid on salaries and allowances from the Agency. 


6. HOURS OF WORK 


The normal working week shall be 40 hours. Staff members in the general 
services category who are required to work substantially in excess of their normal 
working week may be given additional payment or compensatory time off. Other 
staff members up to the grade level P-3 may be given compensatory time off, 


7. LEAVE 


Annual leave accumulates at the rate of 2% working days for every calendar 
month of service. Annual leave may be taken in units of days and half day 
For staff stationed in Korea, provided their dependents are not resident in Japan, 
home leave may be taken on the completion of 12 months’ service in Korea. Other 
staff do not qualify for home leave until the completion of 24 months of service. 


8. SEPARATION 


Normally the termination of an appointment requires 1 month’s notice from 
either side. However, if, an employee gives notice of termination prior to the 
completion of 12 months’ satisfactory service, the Agency will not pay the cost of 
transportation to the home station. 
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9. SOCIAL SECURITY 


Staff members are required to participate in a provident fund, the staff mem- 
ber’s contribution being calculated at 6 percent of the staff member’s base salary 
and that of the Agency at 9 percent. Staff members are also required to par- 
ticipate in a medical service plan, for which contributions are deducted from 
their salaries. 


United Nations Korean Reconstruction Agency salary scales, international employees 


{In terms of United States dollars] 
Approximate 
net salary 


Principal director (PD) --- . $12, 000 
Director (D) 11, 000 
Principal officer (PO) é 10, 000 
Professional categories: 
P-5_. 8, 790 
P-4 7, 300 
P-3 6, 000 
Pp-2 1 S00 
P-] 3, 600 
General service categories: 
G-5 3, 600 
G4 3, 000 
G-3 sles ticache ‘ i : 2, 600 
G2 ah aera , 2, 200 
G-l. Se a il 7 5 1, 900 


NorteE.—In addition to the above there is 


a special subsistence allowance of $1,800 per annum granted to 
each staff member serving in Korea 


x 





